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SEPTEMBER 1951 
THE NATURE OF PROFIT? 


In the practical affairs of trade, industry and finance no 
concept is more fundamental or more familiar than profit. Yet 
to the questions what profit is, and by what causes it is shaped 
and determined, economic science has not as yet supplied answers 
which command general agreement. 

If we go back to Adam Smith, we find in the Wealth of Nations, 
the germs of some of the ideas which have fructified since. He 
regarded profit primarily as the remuneration of capital. “‘ The - 
value which the workmen add to the materials resolves itself into 
two parts, of which the one pays their wages, the other the 
profits of their employer upon the whole stock of materials and 
wages which he advanced.” 

“ The profits of stock,” he proceeded, “ it may perhaps be 
thought, are only a different name for the wages of a par- 
ticular sort of labour, the labour of inspection and direction. 
They are, however, altogether different, are regulated by quite 
different principles, and bear no proportion to the quantity, 
the hardship or the ingenuity of this supposed labour of 
inspection and direction. They are regulated altogether by 
the value of the stock employed, and are greater or smaller in 
proportion to this stock.” 

He supposes two manufacturers employing the same number 
of work-people, but one using £1,000 of capital and the other 
£7,300. If “ the common annual profits of manufacturing stock 
are ten per cent,” one will have a yearly profit of only £100, the 
other £730. Yet ‘‘ their labour of inspection and direction may be 
altogether or very nearly the same.” 

Adam Smith distinguished profit from interest. While “ the 
revenue derived from stock by the person who manages or employs 
itis called profit ; that derived from it by the person who does not 
employ it himself, but lends it to another, is called the interest or 
the use of money.” Part of the profit made by the use of the 
money “ naturally belongs to the borrower, who runs the risk and 
takes the trcuble of employing it, and part to the lender who 
affords him the opportunity of making this profit.” 


? Presidential Address delivered to Section F of the British Association at its 
meeting in Edinburgh, August 1951. 
No. 243.—vob. LxI. KK 
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Adam Smith never ventured upon an explanation of how the 
rate of profit is determined, but he did arrive at a relation be- 
tween profits and wages. The need for a minimum of subsistence 
put a lower limit to wages. But, if capital increased faster than 
population, there resulted an intensified demand for labour, and 
wages rose. If capital failed to keep pace with population, 
wages would fall below the subsistence level, and unemployment 
and starvation would result. ,/ 

Ricardo substantially accepted Adam Smith’s account. But 
he laid more stress on the subsistence standard of wages, especially 
on the tendency for a rise of wages above the subsistence level to 
be counteracted by the increase in population which it would 
evoke. And he enunciated the principle that there can be no 
rise in the value of labour without a fall of profits. 

It fell to the young John Stuart Mill in 1830 to take the 
prevailing doctrines a step farther towards their logical con- 
clusion. His Essays on Some Unsettled Questions of Political 
Economy contained one on Profits and Interest. 

He pointed out that “Mr Ricardo’s principle that profits 
depend upon wages, rising as wages fall, and falling as wages 
rise,” required careful interpretation. 


“A rise of wages, with Mr Ricardo, meant an increase 
in the cost of production of wages; an increase in the 
number of hours’ labour which goes to produce the wages of a 
day’s labour; an increase in the proportion of the fruits of 
labour which the labourer receives for his own share.” 


Mill restated Adam Smith’s principle that “the difference 
between the profit which can be made by the use of capital and 
the interest which will be paid for it is rightly characterised as 
wages of superintendence,” but is not ‘“ regulated by the same 
principles as other wages.” Of two traders, making a profit of 
5% in excess of interest, one on a capital of £100 the other on 
£100,000, one would be remunerated by £5 and the other by 
£5,000. ‘‘ Yet it cannot be pretended that the labour of the two 
borrowers differs in this proportion.” 

Here Karl Marx took up the story. And it is interesting to 
see how little of substance he added. He accepted the sub- 
sistence theory of wages from Ricardo, and drew the inexorable 
conclusion that the entire surplus of production over the necessities 
of subsistence must accrue to people other than wage-earners. 
The theories of rent and interest only showed how the surplus was 
to be divided among them. The landowners were in a position 
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to exact one part, the owners of capital resources another. The 
residue constituted the pure profits of exploitation received by 
) those who made active use of the capital resources. 
For the purposes of Marx’s onslaught upon capitalism, it 
was not necessary to work out the principles underlying the 
division of the surplus. The existence of the surplus itself 
provided a sufficient text for his diatribes. But without theories 
of interest and rent, the surplus failed to provide a theory of 
prefit. Before his death Marx had turned his attention to this 
problem, and it was dealt with in the posthumous volumes of 
Das Kapital. He had assimilated the Ricardian theory of rent, 
but the doctrine of marginal yield, as applied to interest and 
wages, had hardly gained acceptance in his lifetime, and he knew 
nothing of it. As to interest, he got no further than to say that 





ad 


} it is a part of the surplus, which the user of capital gives up to the 
owner. 
} The case against exploitation depended on the subsistence 


theory of wages. According to Ricardo, the growth of capital ~— 
’ would mean an increasing wage fund and a tendency for wages 
; to rise, but he insisted that the growth of population would, in 
general, overtake the growth of capital and bring back wages 
to the subsistence level. He did, however, temper this pessimism 
by allowing some elasticity to the standard of subsistence, and 
Marx likewise recognised that a subsistence wage must be under- 
stood to be a wage providing a customary standard. This 
admission was a serious threat to his position. For he regarded 
an excessive tendency to accumulation as the essential contradic- 
tion in capitalism, and, if accumulation raised wages, the way 
seemed open to an indefinite improvement of the customary 
standard. Nor would he admit that the working-class were 
responsible for depressing their standard by multiplying their 
progeny. The guilt of exploitation must be fastened on the 
capitalist, and must not be shared with anyone else. 

Marx found the solution in the application of a part of the 
capitalist’s accumulation to labour-saving plant. The sub- 
stitution of machinery for men would prevent a shortage of 
) labour from bringing the use of the growing capital resources 
in exploitation to a dead stop, but it would not necessarily of 
itself prevent a rise of wages, perhaps far above subsistence level. 
Marx never really grappled with the question. 

But he did take over from the classical economists two 
principles which contributed to a theory of profit. First, he 
regarded the surplus (except rent) as divided among capitalists 
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/ through competition in proportion to the capital employed by 
each, that is to say, he regarded profit as divided in the same 
proportion as interest. 

Secondly, the active capitalist, as differentiated from the mere 
owner of capital who receives interest, is, as Marx put it, “a 
simple agent of the labour process, a labourer and specifically a 
wage labourer.”” “This portion of surplus value is thus no 
longer surplus value, but its opposite, an equivalent for labour 
performed.” The industrial capitalist in fact receives “the 
wages of superintendence.” But he is none the less “‘ an exploiter 
of the labour of others,” because the wages which he claims “ do 
not depend upon the degree of his exertions in carrying on this 
exploitation.”’ 

Here, Marx, like Mill, is echoing Adam Smith’s example of 
the two manufacturers who receive 10% on their respective 
capitals, and, whereas one gets £100 a year and the other £730, 
yet “ their labour of inspection and direction may be altogether 
or very nearly the same.” 

The industrial capitalist, says Marx, “can easily shift this 
burden to the shoulders of a superintendent for moderate pay.” 
Marx after all had not departed from the position of Adam Smith, 
Ricardo and Mill. 

But progress was being made in economic analysis. Marshall’s 
Principles appeared seven years after the death of Marx. The 
principle of marginal yield, evolved out of the Ricardian theory of 
the rent of land, had been extended by Jevons and others to 
wages and interest. If the shares of all the factors of production, 
land, labour and capital, had been fully explained, was not profit 
accounted for as the residue ? 

Not quite. According to the principle of marginal yield, 
industry would engage labour up to the limit at which the addi- 
tional cost would no longer be more than compensated by the 
proceeds of sale of the additional output. In this calculation 
capital could be reckoned in as a substitute for labour, the pay- 
ment of interest being such as to equalise the cost-saving capacity 
of the least remunerative plant employed with its cost. Labour 
and capital could thus be lumped together as costs. 

In any such calculation a distinction has to be made between 
prime costs and overhead costs. A productive enterprise is 
planned and equipped for a certain output; its capital charges 
and the cost of management and administration become commit- 
ments which cannot be appreciably reduced when output falls 
below capacity. These are the overhead costs, while such 
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expenses as those of materials and wages, which are substantially 
proportional to output, are the prime costs. 

If the enterprise is to pay its way, it must receive a price 
for its product sufficient to cover prime costs and to contribute 
a margin towards overhead costs. When it is employed up to 
capacity, the margin must be sufficient to meet the whole of the 
overhead costs. It is this margin which raises the problem of 
profit. For the overhead expenses must include appropriate 
remuneration of the services of the entrepreneur himself. What 
he gets is the residue remaining after all the disbursements on 
overhead costs have been deducted, and it is not easy to establish 
any intelligible relation between the residue and the services which 
it is deemed to remunerate. 

Marshall’s treatment of profit had an apologetic flavour; 
he described profits as a share of the normal expenses of produc- 
tion, which could not long diverge from the “ normal supply 
price” of its components: of the capital needed; of the ability 
and energy required for managing the business; and of the 
organisation by which the business ability and the requisite 
capital are brought together. 

Marshall recognised the risk of loss as an element to be 
allowed for in the calculation of profit, not only that losses must 
be set against gains in reckoning the average rate of profit received 
or anticipated, but that to a prudent capitalist uncertainty 
itself is a disadvantage for which he wants to be compensated. 
But he rejected the view that the whole of profit, after deducting 
a fair equivalent for earnings of management, could be explained 
away as compensation for risk. 

Compensation for risk is a cost. Along with interest and 
depreciation, it goes to make up the cost of using capital, and 
forms part of the total cost to be deducted from the proceeds of 
sale to arrive at the margin of profit. 

The reckoning of compensation for risk did, however, reduce 
the extent of the residue to be explained, and entered prominently 
into Marshall’s apologetics. It was probable, he contended, 
that the true excess of profits over interest was not on the average 
more than half of what it appeared to be to those “‘ who form their 
estimate of the profitableness of a trade by observing only those 
who have secured its prizes.” 

Uncertainty in itself means inequality, and Marshall dis- 
entangled his treatment of normal supply price and normal 
profit from it by supposing a representative firm, one not excep- 
tional either in efficiency or in size or in luck. The true upshot 
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of his apology was, I think, that the profits of the representative 
firm were not more than fair remuneration for the services 
rendered. 

The anomaly which the classical economists found in profit 
was that the profit-maker’s income, being proportional to the 
scale of his business, cannot correspond to the value of the work 
he does in the same way as a salary. When Marx said that tie 
“‘ wages of superintendence ” which the capitalist receives “ do 
not depend upon the degree of his exertions,” he was echoing 
Mill and Adam Smith. 

If the productive concerns composing an industry tended to 
be all of a certain most economical size, so that any which are 
either greater or smaller were less profitable, we might suppose 
that competition would assure a reasonable income to those 
carrying on the concerns of the economical size, and that those 
too small would drop out or be merged, and those too big would 
either fail or be divided. There are some industries in which 
/ very big units are unsuitable. And in all enlargement beyond a 

certain limit begins to cause difficulties of administration which 
may outweigh the advantages of enlargement. Nevertheless, the 
range of size is so wide that nowhere does a representative firm 
supply a standard size and a standard profit income. Marshall 
expressly excluded from his conception of the representative firm 
“which by exceptionally long-sustained ability and good 
fortune has got together a vast business and huge well-ordered 
workshops that give it a superiority over almost all its rivals.” 

It was the concentration of industry in big units which Marx 
regarded as the essential characteristic of capitalistic exploitation. 
The small profit-makers, whom he classed as petty bourgeois, 
were destined to disappear under stress of competition, and to 
become merged in the proletariat. Even the peasants he included 
by a distortion of language under the description petty bourgeois. 

The concentration of industry in big units on the scale that 
mechanisation made possible was a recent development in Marx’s 
day. But there had been from time immemorial a concentration 
which favoured no less the evolution of big fortunes and pluto- 
cratic power. The business of the merchant made its appearance 
in the remote past as soon as the division of labour called for the 
means of exchanging products. 

The purpose of production is to meet needs; activities which 
do not meet any need cannot properly be called production at all. 
When a man produces not for his own needs but for those of 
other people, he must be able to make contact with those whose 
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needs he is meeting. A market is an organisation through which 
he can do so. A market in a product brings together supplies 
from all sources in order to satisfy all sources of demand. 

Marketing is therefore an essential part of the process of 
production. And it is a mistake to think of a market as auto- 
matically created by the mere volition of the buyers and sellers. 
A market is a substantial enterprise, carried on through the 
skilled services of those who compose it. 

They are the intermediaries, the merchants and dealers, whole- 
sale and retail, who buy in order to sell again. They are re- 
munerated by the difference between buying price and selling 
price—in fact by profit. Their remuneration has the special 
characteristic of profit, that it can be multiplied in proportion to 
the magnitude of the recipients’ transactions. That is why, in 
the ages before there was large-scale industry, the successful 
merchant was the typical capitalist. 

I have said that the merchants and wholesale and retail 
dealers in goods render skilled services. What is it that they do? 
Whatever is produced comes forward with a description or speci- 
fication indicating what need it is to meet and how. It is only 
within a limited field that the consumer himself takes the initiative 
and orders a producer to supply something according to his own 
specification. In general, the producer has to anticipate the 
consumer's need. The consumer, when he buys, selects from a 
stock of things already produced, which the retailer has at hand. 

If the retailer is to give his customers an adequate choice, 
he must get supplies from many sources. At the same time a 
producer will want to supply many retailers. The merchant 
intervenes to buy goods from the producers and ‘listribute them 
among the retailers. Likewise the producer, who wants materials 
and intermediate products to be used in a further stage of produc- 
tion, procures them through a merchant who has access to many 
sources of supply. 

If the specifications of products were always perfect and 
adequate so that the consumer or user could always get exactly 
what he wanted by giving the trade description, the process of 
suiting products to needs would be one of routine, a mere clearing 
of demand against supply. Demand could always be unmis- 
takably formulated, and producers would know how to furnish the 
supply. 

But even so the business of marketing would not be merely 
mechanical. For the demand for any product would fluctuate, 
and the traders who supplied it would have to hold a stock, The 
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merchant’s stock of goods destined for sale is the major part of 
the capital of his business. The holding of it is a part of the 
service he renders to both producers and consumers. For the 
consumers the existence of a stock of goods ready for use ensures 
the immediate satisfaction of demand. For the producers the 
stock is a cushion absorbing fluctuations in demand. The 
merchants have the responsibility for foreseeing demand and 
adjusting the orders they give to the producers accordingly. 
Thereby they make possible a continuity of production modified 
only by adjustment to considered forecasts of demand. 

But the supposition that specifications and descriptions are 
so perfect that products fall into rigidly defined categories is far 
from the facts. The name of an article is a first approximation. 
The purchaser, whether a consumer who wants a finished product 
or a producer who wants materials or equipment, can supplement 
the name with his own more specific description. But the best 
description he can give will leave room for choice, and it is for the 
seller to offer a suitable selection for the buyer to choose from. 

It is in procuring this selection of goods to suit the needs of 
the consumers and users that the merchant’s skill chiefly lies. 
He must appreciate the refinements of their needs, and must be 
able to distinguish the qualities that will suit them among all the 
variety of goods which the producers can supply. He can, to 
some extent, influence what is produced, for when he orders goods 
from a producer he furnishes a specification. But the specifica- 
tion has to be limited to the kinds of things the producer is 
equipped to produce. 

Thus a part of the merchant’s responsibility for suiting needs 
is passed on to the producers. The orders the producers receive 
from the merchants reflect the merchants’ own sales, and ulti- 
mately the demand from the consumers, and the producers are 
thus led to adjust their output of any product to the demand for it. 
A producer, being concerned with selling his own product, can 
facilitate the purchasers’ choice by ensuring uniformity in the 
product and attaching a trade name or brand to it. The pur- 
chaser, by quoting the trade name, will circumvent the difficulties 
of specification and will know just what he is getting. 

The greater part of production has to be planned far ahead. 
When plant is installed for a productive process, the expectation 
is that the demand for the product at a remunerative price will 
last as long as the plant. The governing consideration is the 
prospect of demand. 

The industrialist is no less a seller than the merchant, but 

















1951] THE NATURE OF PROFIT 497 


what he sells is limited to his own product, and whereas the 
merchant can turn over his operations at short notice from one 
product to another, within the limits of those in which he has the 
necessary qualifications to trade, the industrialist commits him- 
self to a long-range forecast. 

The industrialist’s operations are limited like the merchant’s 


by his sales. But whereas the merchant’s profit is the margin . 
between buying price and selling price, the producer’s profit is the 


margin between selling price and costs. He is faced with the two- 
fold task of producing the product and selling it. Economists 
have tended to treat profit rather as the remuneration of efficient 
and economical production than as the remuneration of selling. 
And, of course, if the producer can reduce his costs without 
deterioration of quality he reaps his reward in a bigger margin 
between costs and selling price, that is to say, in increased profit. 
So much of his profit can be described as earnings of management 
or of organisation. But this gain still has the characteristic of 
profit that it can be multiplied in proportion to the magnitude of 
the business, in other words, in proportion to sales. 

The producer need not himself do the work of organisation 
and management. He may entrust the whole technical side of 
his concern to a salaried staff, and show his own competence 
in the judicious selection of them. The cost of the staff 
becomes part of his overhead expenses, and then the profit 
margin left to him can no longer be termed remuneration of 
management. 

In fact, for the producers no less than for the merchant, 
profit is the remuneration of selling. The responsibility for 
selling attaches inseparably to the owner of the product to be 
sold. 

Usually the owner of the fixed capital of any concern is the 
owner of the product. But that is not necessarily so. A farmer 
may hold his land and all its fixtures on lease from a landowner, 
and may even be using hired plant, but, so long as he is the owner of 
the produce, he receives the profit. Or a retailer may be the 
tenant and not the owner of his shop. 


For Marx the typical profit-maker was the owner of a large- — 


scale producing concern, and he regarded the profit as the fruits 
of the exploitation of the labour employed. In reality it is not 
the employer as such who exploits labour, but the seller of the 
product. And the exploitation consists in the characteristic of 
the profit-maker’s income, that it can be multiplied in proportion 
to the volume of his sales. Marx’s case against the exploiter was 
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ultimately that his remuneration ‘‘ does not depend upon the 
degree of his exertions.” 

The multiplication of profits has that effect, because the margin 
of profit in any trade must be sufficient to secure a reasonable 
income to the small-scale trader, and may therefore provide a 
much more than reasonable income to the large-scale. Govern- 
ments seeking to apply a system of controlled prices and profits 
have over and over again come up against this dilemma : either 
they must fix prices so low that the small trader cannot support 
himself on the profit margin or they must fix them so high that 
the big trader makes a plutocratic income. 

And this problem throws light on the manner in which profits 
are determined under competitive conditions. According to 
orthodox doctrine, competition ought to prevent excessive 
incomes from occurring. If in any trade those already estab- 
lished are making excessive profits, the prospect of gain will 
attract new-comers, whose competition will reduce selling prices 
and profit margins. But the attraction to the new-comers will 
be limited by the amount of business they can expect to get. The 
limit will be set partly by the amount of capital they are in a 
position to bring, and partly by the business connection they can 
obtain, in other words their prospect of sales. Competition 
tends to set up a normal rate of profit, calculated to offer a 
reasonable income to the potential competitor. 

Actual rates of profit vary widely, and may depart far from 
the normal. It is because the variations are so great, that 
profit is sometimes stated to be the compensation for risk. Who- 
ever either buys or produces goods for sale runs a risk, in that he 
may fail to sell them at a remunerative price. He may not 
merely fail to obtain a margin towards his own remuneration, 
but may incur losses which diminish his capital. In an extreme 
case he may lose the whole of his capital. 

But the occurrence of losses merely illustrates the general 
principle that profit is the remuneration of selling power. If the 
selling power fails, there is no profit, or profit becomes a negative 
quantity. It is sometimes argued that, when losses are set against 
gains, the average profit margin works out at no more than 
interest on capital, and that the excess of profit over interest in 
the successful business is no more than compensation for risk. 
More plausibly it is contended that the average return to the 
owner of capital must include not merely the actuarial equivalent 
of the prospect of loss, but some compensation for the uncertainty 
itself. To the individual the advantage of gain of a given amount 
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is by no means the equivalent of the disadvantage of loss of the 
same amount. 

No doubt the new-comer or potential competitor in any trade 
makes these calculations. But he must in effect compare his 
prospects in business with the income he might make in a pro- 
fession or in salaried employment, along with interest on his 
capital placed in a secure investment. The prospects will not 
attract him unless, making all due allowance for the risk of loss, 
the profit he hopes for will yield a better income for himself. 
He must expect something in excess of the compensation for risk, 
though of course it is the very nature of risk that he may be dis- 
appointed. Even if there were such general miscalculation among 
all those seeking profit that in the end their average margin 
above the allowance they reckoned on for risk turned out to be 
zero, it would still not be correct to identify their profit with 
compensation for risk. 

But can the shareholder in a public company, who receives a 
better yield on his capital than the holder of a gilt-edged security, 
regard the difference as anything other than compensation for 
risk? He may take no part whatever in the affairs of the 
company. But, being part owner of the company, he is part 
owner of its products and has an owner’s interest in their sale. 
What is the passive shareholder being remunerated for ? 

A business is probably started as a partnership or a private 
company, by a few people who between them contribute the skill, 
knowledge and experience and the initial capital resources 
required. The business will consist in producing or buying certain 
products for sale. The sales are hoped for from some new 
demand: either there is a growing demand in some existing 
trade, which the established suppliers are not adequately meeting, 
or the new business relies on some innovation—a new product or 
anew process. If the promoters’ hopes are realised, the sales are 
effected at a remunerative price. 

They assume that they can procure the goods (by production 
or purchase) at not less cost than their competitors, and if they 
fail in that respect, whether through incompetence or ill luck, their 


venture may come to grief. But the basis of the enterprise is the —~ 


sales, and if it is successful it emerges with an established connec- 
tion with purchasers whose needs it is able to satisfy. 

The multiplication of the gain from profit is subject to the 
twofold limit: selling power and capital. When selling power 
expands, and capital becomes the operative limit, the time has 
come for an extension of capital. That is the stage at which 
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transformation into a public company becomes appropriate. 
The promoters are then in the position of selling the prospect 
of profit to the new shareholders. They can, if they please, sell 
the whole business for cash, and use the proceeds in a new venture; 
or they can retain their own shares and take an active part in the 
future of the concern. 

A marketable share is an investment, competing in the 
market with other securities, and its price should be the capitalised 
equivalent of its expected yield, with due allowance for risk. 
Risk in this context is an ambiguous term. The intending pur- 
chaser of shares can reduce the risk by himself studying the 
prospects. If he is competent to do so, and receives good advice, 
his risk may be reduced to a residue of pure chance, and he may 
make a selection of investments with a yield well above the 
average. 

The excess yield is pure profit. It accrues to him as the 
remuneration for making a wise selection among profit-makers 
to whom to tie his fortune. It will be observed that he acquires a 
continuing return for a single decision. Its continuance depends 
indeed upon the activities of those who actually carry on the 
business. But it is characteristic of the selling power from which 
profits are derived that, once acquired, it is relatively easily 
maintained. That is why the goodwill of a business is a saleable 
property. It also explains the disparity between the effort and 
the reward, to which Adam Smith, Mill and Marx all called atten- 
tion. A manufacturer who puts a standardised article on the 
market puts a brand upon it, and advertises it. Provided quality 
and price really suit purchasers, and the quality is maintained, 
the time comes when relatively little pushing is necessary in 
order to sell his output. 

The investor who makes a wise choice of shares once and for 
all, and enjoys a continuing high yield in the future, may be 
compared to a landowner who makes a wise decision on the use 
to be made of his land, and enjoys the rents thereafter. The 
investor and the landowner alike derive their incomes from the 
economic activities of other people. The capital of the one and 
the land of the other afford opportunities of profit-making to 
those who actually use them. 

This aspect of the shareholder’s decision is especially con- 
spicuous at the initiation of an enterprise or at its first flotation 
as a public company, when the value of the shares has not yet 
been tested by dealings in the market. The success of the enter- 
prise depends on the sale of its product. The first shareholders 
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become committed to being the owners of the product, and there- 
by assume the responsibility for its disposal, but they delegate 
the work of selling to the active managers of the enterprise. It is 
in virtue of their judgment in making this delegation that they 
look for something more than bare interest on their capital and 
compensation for risk. 

Profit then is the remuneration of selling power. Every 
market establishes a margin between cost and selling price. For 
a merchant or dealer cost means buying price; for a producer 
cost means cost of production. The margin has to be such that, 
after covering interest and risk in respect of the capital engaged, 
and overhead expenses, including remuneration for the services 
of the owner of the business, where he takes the place of salaried 


staff, there remains a residue. The residue is the remuneration | 


of selling power, and accrues to the owner of the business in his 
capacity as owner of its product. 

Here is the solution of the problem that puzzled Marx: how 
could he reconcile the tendency of accumulation to raise wages 
and to reduce the gains of the capitalist indefinitely with his 
doctrine of exploitation? For employers are not willing to go 
on expanding output and engaging labour up to the limit at which 
the proceeds of an additional unit of output no more than covers 
the additional unit of cost. Their demand for labour stops short 
at the point where the proceeds secure them a normal margin 
above costs. 

The margin is the minimum that secures a reasonable income 
to the small-scale trader, and of course there are always numerous 
profit-makers whose incomes are not above the reasonable level, 
and are fairly comparable with incomes derived from salaries 
or professional fees. Not only are there trades and industries 
where small businesses predominate, but even of the profits of 
big business a considerable proportion goes to small or moderate 
shareholders. 


Yet the profit-making system does remain an anomaly, The 


growth of giant businesses, in which Marx foresaw the climax of 
capitalism, has progressed since his day. From the crowd of 
small and moderate shareholders there stand out leaders who not 
only receive disproportionate incomes, but exercise a dispro- 
portionate command of economic power through their active 


control of capital resources. Frofits are the principal source of 


saving, and much of the saving takes the form of reinvested profits 
remaining in the hands of those who manage the business. 
The concentration of industry in large units is attributable in 
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part to the economies of production on a large scale, but only in 
part. In most industries there is a limit of size at which these 
economies begin to taper off; and even if they continue at all, 
they may be outweighed by the burden of a top-heavy admini- 
strative organisation. But when concentration of production 
has reached its limit, the concentration of selling power may go 
much further. A great combine may own many separate pro- 
ductive enterprises, perhaps making a wide variety of products, 
its unity residing in its selling. Or there may be many inde- 
pendent producers marketing their product through relatively 
few large wholesale dealers or merchants. 

A big selling organisation acquires something approximating 
to a monopoly. Even when there are several in one trade, 
ostensibly in competition with one another, the competition is 
usually not very active. It is not to the interest of any one of 
them to start undercutting the others, with the certainty of pro- 
voking retaliation from them. They tend to settle down with a 
price policy which just assures them a normal profit, and is low 
enough not to be too attractive to would-be new competitors in 
the trade. In fact, the growth of near monopolies is by no means 
so serious an abuse as it is commonly represented to be. The big 
concern can afford to be content with a narrower profit margin 
than the small, and when monopolistic practices are attacked 
the accusation is usually not that their prices are extortionate 
but that their treatment of smaller competitors is harsh and 
oppressive. 

Two views of profit were latent in the classical economics of 
Smith, Ricardo and Mill: on the one hand, the beneficent 
invisible hand which led the self-seeking profit-maker to meet his 
neighbours’ needs; on the other, the subject of contention be- 
tween employers and wage-earners. The two views survive in 
the controversies of the present day. In disputes between 
capital and labour the crucial question is whether the employers 
can spare from their profits the cost of what their work-people 
ask for. What they can spare is limited by the need to retain a 
sufficient margin for their own remuneration. 

The defenders of profit-making rely on the need for an incen- 
tive as their principal plea. And the force of the attack is in the 
contention that the incentive is out of due proportion to the 
efforts to be rewarded. Even when profit margins are very 
narrow, multiplication may still give rise to excessive individual 
incomes. And as many successive sales intervene between the 
producer and the consumer, the total share of the final proceeds 
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of sale accruing to profit even from apparently narrow margins 
may be considerable. 

Profit-making has long been under attack. The attack gained 
force in face of the outburst of profiteering during and after the 
First World War, when the working of markets was distorted by 
monetary inflation. But it had started long before. Nor was 
it exclusively the work of Marx and the Socialists. Marshall’s 
apologetic attitude was not, I think, directed mainly towards 
Socialist and Communist criticism of profits, but to more wide- 
spread misgivings. 

In the present century the Marxist attack has developed, and 
has become one of the dominant issues in the world. But pro‘it- 
makifig has also been assailed from within the capitalist system. 
The advance of democracy has given an equalitarian bias to 
taxation. The successful profit-maker is allowed to amass his 
big income, but has to yield up the greater part of it to the tax- 
gatherer. Itis assumed that what is left to him will be a sufficient 
incentive for him to devote his skill and his zeal to his business. 
Whether that assumption is justified is a question which I need 
not pursue. 

In conclusion, I would point out that ‘proposals for ridding 
society of the abuses of profit-making should make some alter- 
native provision for the services which the profit-makers render. 
Those who favour nationalisation, whether of all industry or of 
certain selected industries, are rather apt to assume that the State 
in acquiring en industry takes responsibility only for the technical 
business of production. That is too limited a view. The pro- 
ducer takes the responsibility for understanding and suiting the 
needs to be met by his product. For private enterprise the test of 
success in doing so is the sale of the product. Enterprise really 
means enterprise in meeting a demand. There is a danger that 
nationalised enterprise will take the easy road of imposing stan- 
dardised products on the consumer, and will blindly obliterate 
refinements by which material welfare is raised above an ele- 
mentary minimum. When public policy intervenes in industry, 
whether by nationalisation or by planning, it is inclined to favour 
standardisation and mass production, because these methods of 
production contribute to a war po-ential. - 

When the big incomes of profit-making are attacked not by 
nationalisation but by direct taxation, the danger is not so much in 
the impairment of incentive as in the adverse effect upon saving. 
Profits are the principal source of saving; not only the reinvested 
profits of businesses but the profits and dividends distributed to 
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individuals. For it is the recipient of a relatively large yet 
fluctuating and possibly precarious income who has the strongest 
motive to save. 

Since the end of the war Chancellors of the Exchequer have 
recognised that a big budget surplus as a form of compulsory 
saving is the corollary of equalitarian taxation, though at the 
present time the burden of rearmament has come into conflict with 
this policy. 

R. G. HawtTrey 
Royal Institute of International Affairs, 
London. 





THE EFFECT OF WAGE-CUTS ON EMPLOYMENT ! 


Ir has now become a widely accepted, though not a 
universally ? accepted, view among theoretical economists that, 
in a closed economy, if an all-round cut in money wages has any 
effect in increasing employment, this result must come about 
through the increase in the real value of the existing monetary 
stock (excluding those forms of money which represent inter- 
personal indebtedness) which is brought about by the fall in 
prices. Keynes stressed the increase in investment consequent 
on the fall in the rate of interest which results, when prices fall, 
from the diminution of the amount of cash (M, balances) needed 
to sustain a given volume of transactions; Professor Pigou * 
stresses rather that individuals may be made less disposed to add 
to the sum of their assets, i.e., to save, because the real value of 
their existing assets will have been raised by the fall in prices. 
In Keynes’s case the wage-cut operates through lowering the 
rate of interest; in Pigou’s it operates through raising the 
consumption function. Either way it comes to much the same 
thing: the fall in prices raises the real value of certain assets, 
and individuals may restore their holdings to the normal size 
either by lending or by spending the surplus. And in either case 
the argument in favour of wage-cuts as a means of reducing 
unemployment is rather weak, for the same results could in all 
probability be brought about with less trouble, and without the 
deflationary consequences of increasing the real burden of 
entrepreneurial indebtedness, if the banking system were to 
increase the quartity of money. 

The purpose of the present note is to consider whether, in a 
simplified case, the neglect of all but monetary aspects of the 
effect of a change in wage-rates on employment is justified. 
The argument will be conducted in terms of an all-round cut in 
wage-rates, but it applies symmetrically to a rise. To the extent 
that a cut in wages will reduce unemployment, a rise in wages 
will increase it, etc. We assume to start with that the wage-cut 

1 I am much indebted to Mr. H. G. Johnson for suggestions and criticisms in 
connection with Section III of this paper. My thanks are also due to Professor 
D. H. Robertson for valuable comments. 

* Cf. G. Haberler, in The New Economics (edited by S. E. Harris), p. 172. 

* Cf. especially “‘ The Classical Stationary State,” Economic JouRNAL, 1943. 
_ * This last point weakens the case for a policy of reducing money wages; 
it does not, of course, go any way to disproving that as a matter of history wage- 


cuts may sometimes have helped to raise employment in the manner described. 
No. 243.—voL. LXxI. LL 
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is of equal proportional magnitude in all sectors of the economy 
and that the new level of wages is expected to prevail for as long 
a period as is within the entrepreneur’s horizon. Prices of factors 
of production other than labour are taken to be flexible. Except 
where otherwise specified, the monetary authorities are supposed 
to regulate the quantity of money in such a way as to keep the 
rate of interest constant. 


I 


A fall in wage-rates means a fall in marginal costs, the actual 
extent of this latter fall depending on the amount of non-wage 
costs entering into marginal cost. If demand curves remain 
unaltered, output will increase. However, the case which 
Keynes and Keynesians have usually treated as typical is that in 
which demand curves do not remain unaltered, but instead 
consumers’ expenditure falls by the amount of the fall in the 
wage-bill. But if we are concerned only with the immediate 
effects of a wage-cut, this case is evidently one that will come 
about only in an extreme instance. Wages are paid by 
entrepreneurs, and any reductions in disbursements of wages by 
them will initially leave them that much better off.1 What is 
not paid out to wage-earners remains in the hands of 
entrepreneurs, so that profits (defined as the excess of current 
receipts over current costs) rise exactly to the extent of the fall in 
the wage-bill. The results of the wage-cut at the first stage is 
only to produce a change in distribution away from wages in 
favour of profits. If the marginal propensity to consume of the 
entrepreneurial class is equal to that of the wage-earning class, 
aggregate demand for consumer goods in the period immediately 
after the wage-cut will remain the same as before in money 
terms, the reduction in expenditure by wage-earners being 
compensated for by the increase in expenditure by profit-earners. 

Demand will fall to the extent of the fall in the wage-bill only 
if the marginal propensity to consume of wage-earners is one, 
and that of profit-earners zero. Plenty of empirical evidence 
can no doubt be adduced to show that an increase in profits 
leads to an increase in consumption only after a certain 
delay, and that even then consumption does not rise by any 
means to the extent of the rise in profits. But it is important to 
ascertain whether the argument turns on there being some such 
difference between the consumption functions of wage-earners 


2 Cf. F. A. Burchardt, in The Economics of Full Employment, by the Oxford 
Institute of Statistics, pp. 3-4. 
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and profit-earners, and we shall therefore assume for the moment 
that no difference of this nature exists. 

In the new situation, then, demand remains the same. 
Marginal costs being lower, prices will fall and output will rise in 
the same proportion as prices have fallen, because money income 
remains the same. The magnitude of the movement of prices 
and output depends on the proportion of wage-costs in marginal 
cost, the elasticity of demand for the product of the representative 
firm, the methods of price-fixing practised, etc. If wage-costs 
constitute the whole of prime costs, if prime costs are constant 
over the relevant range of output and if the degree of monopoly 
does not change, prices will fall in proportion to wages; real 
wages and labour’s proportional share in the national income 
will remain the same, but output and employment will have 
risen in the same proportion as wages and prices w=! have 
fallen. 

On these assumptions, therefore, a fall in money wage-rates 
will in the first instance bring about a rise in employment, even 
if real wage-rates are maintained at the original level as the 
result of the fall in prices. But the situation thus attained will 
not as a rule be stable. Money income has not changed, but 
real income has risen. Unless the marginal propensity to consume 
is greater than the average propensity to consume, which is not 
likely, or unless the whole consumption function has shifted, 
which we have no reason to expect, savings in money terms will 
either rise or remain the same as before. What in the mean- 
while has happened to investment? The simplest assumption 
is that it remains constant in real terms, and therefore falls in 
money terms in proportion to the fall in prices. In that case, as 
money savings are at least not below the level from which they 
started, there is a deflationary gap. Equilibrium will not be 
restored until investment bears the same relation to income as it 
did in the first place; in other words, until money income has 
fallen in proportion to the fall in prices 1 and output has reverted 
to its original unsatisfactory level. 


1 If wages constitute the whole of marginal costs, prices and incomes will 
ultimately fall in the same ratio as wages have done. The same holds if there 
are other prime factors, and the supply of these is a function of their real rate of 
remuneration. If the supply of other prime factors is a function of their money 
price, commodity prices in the final situation will have fallen less than wages, and 
real wages will have been lowered. The latter is the case that Keynes envisages 
(General Theory, p. 262). If the prices of factors of production entering into 
overhead costs are fixed, there will also be a redistribution of real income away 
from entrepreneurs in favour of the owners of these factors (e.g., in favour of 
rentiers), 
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On the assumptions made, the effect of a cut in money wages 
is exactly equivalent to that of a single dose of government 
deficit spending (“‘ pump-priming ’’) equal in amount to the cut 
in wage-rates multiplied by the initial volume of employment. 
Activity is stimulated for a while, but none of the determinants 
of equilibrium have been changed, so the benefit gradually tails 
away and the initial position is restored.1 The exact analogy 
would be if the government made a lump-sum gift to entrepreneurs, 
From this it can be seen that the marginal propensity to consume 
of the profit-earning class is not relevant to the final equilibrium 
position, though the lower it is the smaller will be the amount of 
temporary stimulus enjoyed. 

So far the argument has been conducted on strictly Keynesian 
lines. We may here digress for a moment and consider how the 
result would be affected if we worked instead in a “ classical ” 


world where Say’s Law reigned. Say’s Law can be interpreted 
in a number of different ways. We here adopt that form of it? 
which lays down that M = M,, i.e., that the amount of money 
people wish to hold is not a function of the rate of interest; 
the quantity of money is given; and saving and investment 
both have a fairly high interest-elasticity, so that changes in the 
rate of interest are capable of bringing about equality between 


the two. An increase in saving, for instance, will not lower 
incomes, but will lower the rate of interest, so that investment 
will be stimulated, the rise in saving checked and the two brought 
into equality at a higher level than prevailed before.* Money 
income is always held stable. But what has been said so far 
does not ensure that it will be held stable at any particular level. 
If money-wages are rigid, Say’s Law is compatible with under- 
employment equilibrium. But if money-wages are flexible, the 
favourable effect of a wage-cut on employment will on this model 
be permanent instead of transitory, as in a Keynesian world. 
The initial effect will be the same in the two cases, but the 


1 The view here adopted is not very different from Keynes’s, except that he 
appears to hold (General Theory p. 261) that the enjoyment even of a temporary 
stimulus is dependent on entrepreneurs entertaining irrationally optimistic 
expectations. ‘ 

* As described for instance by T. Wilson, Fluctuations in Income and Employ- 
ment, pp. 5-8, and J. R. Hicks, “‘ Mr. Keynes and the Classics,’’ Hconometrica, 
1937, pp. 147-59. Say’s Law is the case where, in the terminology of the latter 
article, the LM curve is vertical. 

3 The fall in the rate of interest that brings about this result is not caused by 
a fall in money income (and hence in the need for M, balances) because it 
is precisely a fall in money income that the process prevents from coming 
about. 
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tendency for savings to exceed investment, which on the 
Keynesian model then leads to a relapse of real income to its 
original level, on the classical model leads instead to a reduction 
in the rate of interest and an increase in the proportion of the 
national income devoted to investment.' On this interpretation 
of the classical theory, then, the case for wage-cuts as a means of 
increasing employment is irrefragable. The classical prescription, 
wage-cuts, follows directly from the classical analysis, Say’s 
Law. On the other hand, it must be observed that if the economy 
were really in the sort of neutral equilibrium described, a 
permanent increase in employment could also be brought about 
by a single increase in private or governmental investment 
financed by the creation of new money. 

Reverting now to a Keynesian world, a little more must be 
said about investment. (We now return to the assumption that 
the rate of interest is held constant.) In the analysis of the 
Keynesian model so far, we have taken investment to be fixed 
in real terms. If instead we make the next simplest assumption, 
that investment in real terms is a function of income in real 
terms, the conclusions are not fundamentally altered. The case 
is still analogous to that of pump-priming. If the marginal 
propensity to invest, that is, the ratio of the extra “ induced ”’ 
investment to the rise in income that caused it, is less than the 
marginal propensity to save (account being taken of the effect 
on the latter of any redistribution of income that the wage-cuts 
may have brought about), the economy is still stable. The 
temporary stimulus given by the wage-cut will be of greater 
magnitude and longer duration than it would have been if 
investment had remained unaltered, but it will still be no more 
than temporary, and the equilibrium position ultimately achieved 
will not have output or employment any higher than they were 
before wages were reduced. If the marginal propensity to invest 

1 In the zone intermediate between the classical and the Keynesian models, 
where liquidity-preference has some, but not an all-powerful, influence on the 
bond-market (in the terminology of Mr. Hicks’s article, where the LM curve is 
neither vertical nor horizontal), there will be some fall in income from the level 
achieved under the initial impact of the wage-cut, but the final position will 
register some improvement over that prevailing before the wage-cut was made. 
The fall in the rate of interest that makes this possible is again not fairly described 
as due entirely to the fall in money income and hence in M,, for a considerable 
fall in the rate of interest may come about with only a small fallin income. The 
pure classical case considered in the previous footnote is merely an extreme 
instance of this. If in such a case as that the rate of interest is capable of falling 
without there being any change in income, it is surely misleading when income 
does fall alittle to describe this as the sole cause of the fall in the rate of 
interest. 





THE ECONOMIC JOURNAL [SEPT, 


exceeds the marginal propensity to save, there is instability; 
a single cut in wages (or a single dose of spending out of new 
money) will initiate an inflationary spiral which will continue 
upwards until the parameters of the system alter or the economy 
breaks down. In the fluke case where the marginal propensity 
to invest equals the marginal propensity to save, we have 
another version of Say’s Law, and the analysis given earlier for 
that case applies. Apart from this one possibility, functional 
dependence of investment on income either leaves the final 
equilibrium position unchanged, or else prevents there being 
any equilibrium at all. The possibility of a slight but permanent 
improvement is ruled out.? 

If wage costs fall in the same proportion in investment 
industries and in consumption industries, and if the cut in wages 
does not set up expectations of further changes in wages in either 
direction, there seems to be no a priori reason to expect the cut 
in wages to have any effect on invest:aent except in so far as it 
leads to changes in real income. There is no reason why, for 
example, investment in more modern equipment with a view to 
reducing costs should be stimulated by en all-round reduction in 
wages, unless the cut in wages produces a greater proportional effect 
on the price of capital equipment than on the prime costs of the 
industries using the capital equipment. Examples can be 

1 This is what is in effect assumed by J. Viner, ‘‘ Mr. Keynes on the Causes of 
Unemployment,” Quarterly Journal of Economics, Vol. LI, 1936, pp. 170-3. 

The marginal propensity to invest may be greater than zero either because of 
the existence of some relationship of the nature of the acceleration principle or 
because the improved financial position of entrepreneurs makes it easier for them 
to obtain loans. Ifthe entrepreneurs simply use their increased profits to finance 
increased investment, they are both saving and investing, and the effect on 
employment is identical to that which would have resulted if the extra income 
had been spent on consumption. For the system to be unstable upwards, it is 
requisite that the extra expenditure by entrepreneurs, taking their consumption 
expenditure and their investment expenditure together, should be greater than 
the initial increase in profits brought about by the fall in the wage-bill. 

2 Always asuming that the rate of interest is held constant, and that the 
consumption function does not change. 

8 It is sometimes suggested (e.g., by S. H. Slichter, “‘ The Period 1919-1936 
in the United States,” Review of Economic Statistics, 1937 p. 15) that new entre- 
preneurs will undertake investment at the new low costs in order to compete with 
existing firms which bought their equipment at a time when prices were higher. 
However, if the prices charged by the old firms are determined by marginal cost, 
the new firms would not enjoy any competitive advantage such as to attract 4 
large number into the industry. The weakness of the old firms lies in their 
having made certain expenditures at an earlier date; and these expenditures 
which have already been made cannot by definition enter into marginal cost. 
Professor Slichter’s point is not valid unless such past costs do influence prices— 
a contingency certainly not to be ruled out in practice, but one with implications 


so extensive and so much at variance with orthodox theory that we may be ex- 
cused from pursuing it further in the present context. 
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constructed on special assumptions in which investment will be 
stimulated, but they are not inherently more probable than 
examples where the effect will be the opposite of this. An 
adverse effect may even perhaps be more likely: the wage-cut 
will reduce the cost of labour relatively to that of other factors of 
production; labour-saving investment will be discouraged, and 
if it is right to suppose that this is the commonest type of cost- 
reducing investment it follows that the net effect on the volume 
of cost-reducing investment will be unfavourable. 

So if a rise in investment can come about only as a result of a 
rise in real income, and if the rise in real income is necessarily 
ephemeral (except in the case where the whole system is unstable), 
then the rise in investment will also be ephemeral and will 
produce no lasting beneficial effect on employment.* 


II 


If therefore we confine our attention to the equilibrium 
conditions of the system, the manipulation of money wage-rates 
as a means of securing a high and stable level of employment does 
not score good marks. Changes in wages are not likely to alter 
the marginal efficiency of capital, and a good case can be made 
for maintaining that the other two determinants of the equilibrium 
level of employment, namely the propensity to consume and the 
rate of interest, can more easily be altered in other ways. 

By arguing in this way we are implicitly assuming that the 
system does tend to equilibrium. For analysis of long-run 
movements this is probably legitimate; at any rate before 1930 
the level of activity did fluctuate about a fairly stable mean. So 
if what we are concerned with is a chronic tendency to under- 
employment, the foregoing analysis applies, and wage-cuts are 
not likely to be a way out. But if our concern is with short-run, 
cyclical unemployment, the situation differs in important respects. 
In this context single once-for-all inflationary or deflationary 
stimuli cannot be neglected as irrelevant to the final equilibrium 
position, for the whole concept of a tendency to equilibrium is 
of doubtful applicability. At certain stages of the cycle the 

1In this respect A. R. Sweezy’s admirably lucid article ‘‘ Wages and 
Investment ” (Journal of Political Economy, 1942, pp. 117-29) appears to concede 
too much to the advocates of wage reduction. It wili be found that disagree- 
ments between Keynesians and non-Keynesians on this point can usually be 
traced to the former confining their attention to the equilibrium conditions while 
the latter look solely at the impact effect of the wage-cut. Cf. e.g. 8. H. Slichter, 


“Wage-Price Policy and Employment,” Amercian Economic Review, 1946 
Supplement, especially p. 309. and A. P. Lerner, ibid. 
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system may well be unstable and a single inflationary stimulus 
capable of setting in train a cumulative upward movement.! [If 
this is so, a cut in wages in the slump may quite possibly be able 
to initiate the recovery through its favourable impact effect, 
without changes in the rate of interest playing any part in the 
process.” 

It does not, of course, follow from this that a cut in wages 
should necessarily be made an instrument of economic policy in 
the slump. There are almost certainly better methods of 
rescuing the economy from a low level of activity. But it isa 
mistake to confuse prescriptions for policy with analysis of 
historical events. There is nothing a priori absurd in the 
assertion that in certain historical cases, a fall in wages did help 
to start the recovery, and that by a perfectly direct and straight- 
forward process. In the same way cases can be quoted where 
the boom may plausibly be considered to have been hampered or 
arrested by a rise in wage-rates. Here on the face of it rather 
more case could be made out for resisting the rise in wages as a 
matter of policy. But it must be observed that if a rise in wages 
does bring a boom to an end, it can be no more than the proximate 
cause of the recession ; in its absence something else would in due 
course have touched it off. If the system were inherently stable 
at the top of the boom, a rise in wages would not do any lasting 
damage, so long as our assumptions are satisfied and the dangers 
of a cumulative wage-price inflation are neglected. 

Before leaving this part of the topic one other point should be 
made. What the analysis so far given has proved is that unem- 
ployment can temporarily be eliminated if wages are reduced, but 
that so long as the system is “ stable ” in the sense defined wage 
reduction will not prevent the rapid reappearance after the initial 
stages of a deflationary tendency which will lead ultimately to a 
situation no better than that originally prevailing. If after the 
first reduction wage-rates are kept fixed at the new level, unem- 
ployment will presently become as large as it was before wages 
were altered. Complete “‘ wage-flexibility,” however, means that 
the appearance of any tendency to unemployment will always 
evoke a further fallin wages. In this case the deflationary stimulus 


1 Cf. N. Kaldor, “ A Model of the Trade Cycle,” Economic Journat, 1940, 
and J. R. Hicks, A Contribution to the Theory of the Trade Cycle, especially pp. 91-2. 

2 Account should be taken of the possibility that the system may sometimes 
be unstable in one direction but stable in the other. For instance, it is conceivable 
that at the top of the boom a rise in wages would precipitate a cumulative 
deflation, whereas a fall in wages would have a merely temporarily inflationary 
effect. 
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will cause a Wicksellian cumulative process downwards of wages 
and prices with no equilibrium in sight. The process can come to a 
halt only if there is a change in the parameters, ¢.g., a rise in the 
marginal efficiency of capital. But the point that requires 
emphasis is that, during the course of this cumulative fall in wages 
and prices, emplcyment (and output) will probably be being fairly 
well maintained. Any tendency to unemployment will be 
checked by the wage reductions it evokes, wages being at each 
stage cut to whatever extent is necessary to make the current 
level of production remain profitable. The downward pressure 
on wages will indeed remain unabated after each successive 
reduction, but unemployment will not necessarily result to any 
great extent. It is for this reason that the existence of under- 
employment equilibrium may be said to be dependent on wage- 
rigidity. A runaway deflation of the type described would no 
doubt be very unpleasant, but its nature would not be the same 
as that of a situation with under-employment equilibrium, and 
according to some standards it might be considered a preferable 
alternative if none other were available. Ultimately general 
unemployment would probably be unavoidable, for there is bound 
to be a point beyond which a further reduction of wages is 
impracticable; but in a cyclical setting it is possible that invest- 
ment would have recovered before this stage were reached. On 


the other hand, the real forces tending to raise the marginal 
efficiency of capital would have to be very powerful if they 
were to overcome the depressive forces arising out of the cumula- 
tive price-fall.+ 


1 The case discussed in the text is that in which before wages are cut the situa- 
tion is one of underemployment equilibrium. The argument applies equally, 
however, to the case where a fall in effective demand (due, for example, to a fall 
in the marginal efficiency of capital) impinges on a full-employment situation, and 
wages are then immediately reduced. In this event the downward spiral of wages 
and prices starts at once, and unemployment need not in theory occur at any 
stage. However, a certain amount of unemployment will in fact be inevitable, 
because there will be some industries where the initial fall in demand will have been 
so great that no practicable wage-reductions will now suffice to make the old scale 
of operation profitable. One would for this reason expect the volume (though 
not necessarily the value) of output to be better maintained in a slump in the 
consumption industries than in the investment industries, if wages in both were 
flexible. 

A possible instance of a cumulative wage-price deflation with output and 
employment maintained may be found in the behaviour of certain British 
industries in the 1870s. For’example, wages of coal-miners were drastically 
reduced after 1873, but coal output continued to rise, and there is no evidence of 
any unusual amount of unemployment in the industry until the very end of the 
slump in 1879. It is of interest to note that in this case the ultimate recovery 
originated from without the system, viz., in the revival of rail orders from the 
United States. Cf. the Annual Commercial Histories of the Economist for 1877-79. 
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So far we have assumed that the cut in wages is of equal 
proportional magnitude throughout the economy. As it is not 
infrequently implied that there is a special case for cuts in wages 
confined to the investment-goods industries, or for cuts of greater 
magnitude there than elsewhere, and as this seems to be the 
natural consequence of the classical approach, in view of the fact 
that unemployment tends to be heaviest in the investment-goods 
industries, a word may be said on this point in conclusion. 

If all wages fall in proportion, there is, as shown earlier, no 
general reason why the real volume of investment should be 
altered except as a consequence of any rise in real income that 
may come about, so long as entrepreneurs’ elasticity of expecta- 
tions with respect to wages is equal to unity.1 But it is likely 
that the real volume of investment will be raised if the wage-cut 
causes a greater proportional change in the cost of investment 
goods than in the cost of goods in general. 

Let us consider then the effect on aggregate employment of 
a cut in wages confined to the investment-goods industries. 
Appropriate modifications can easily be made if wages elsewhere 
are also altered, but in a different proportion. The change in 
relative costs is what is significant, and it does not affect the 
essence of the matter whether this result is brought about by 
changing wages in the investment-goods industries (W) or wages 
in the consumer-goods industries or both sets of wages. We 
assume the former for the sake of simplicity. 

A cut in W will increase investment in real terms and employ- 
ment in the investment-goods industries. However, the money 
value of investment may or may not rise according as the increase 
in volume does or does not offset the reduction in unit cost. If 
the money value of investment falls, this through the operation 
of the multiplier will have an adverse effect on employment in 
the consumption-goods industries. Aggregate employment in 
this case will be affected by two conflicting forces, and may 
therefore either rise or fall. If the volume of investment is 
inelastic in response to changes in W, it is evidently possible 
that total employment might be raised by increasing W; for the 
rise in the money value of investment might lead to additional 
employment in consumption that would more than offset the 
loss to employment in investment. 

The simplest assumption is that the demand for labour in 


1 This latter proviso is of course of much importance in the case of investment 
goods industries. 
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investment industries is a linear function of W. In that case, if 
at the current wage-rate the elasticity of demand (Z) for labour 
in the investment industries is greater than unity, a cut of 
appropriate magnitude in W will raise both employment in 
investment and also the money value of investment (unless the 
increase in the wage-bill is entirely at the expense of other factors 
of production) and hence employment in consumption. If on 
the other hand, £ is zero, a rise in W is desirable, for it will leave 
employment in investment unaltered and increase the money 
value of investment. Intermediate between these two cases 
there is a certain crucial value of Z such that if it obtains no 
change in W in either direction will benefit total employment. 
If we make a number of further assumptions, we can establish 
a very simple expression for the magnitude of this crucial value 
of Z. These assumptions are: (1) wage-costs constitute the 
whole of any change in the value of output; or alternatively, 
labour’s proportional share in the value of output in investment 
industries is constant and equal to labour’s proportional share in 
the-value of output in consumption industries, this share also being 
constant; (2) costs and prices in consumption industries do not 
change ; (3) wage-rates in consumption and in investment industries 
are initially equal; (4) if income changes, this does not lead to any 
“induced ” investment; (5) any change that may occur in the 
distribution of income leaves the consumption function unaltered. 
If these assumptions are fulfilled, the crucial value of # can 
be shown to be equal to the marginal propensity to consume. 
If Z is greater than this, a cut in W will raise total employment ; 
if EZ is less than this, a rise in W will raise total employment. For 
any given value of # and of the marginal propensity to consume 
there will be a certain optimum proportional change in W which 
will bring about the maximum increase in total employment.! 
1 a = proportional cut in wages in investment industries. 
N = employment in investment industries before the wage change. 
n = employment in consumption industries before the wage change. 
W = level of wages in investment industries before the wage change. 
w = level of wages in-consumption industries before the wage change. 
K = proportion of wage-bill to value of output in investment industries. 
= proportion of wage-bill to value of output in consumption industries. 
K and k are assumed to be constant. 
C’ = marginal propensity to consume. 
» = multiplier. 
guo—AN Wan il 
~  AW'N” Na 
We assume N to be a linear function of W; E is therefore constant for all 
values of a. 
The change in total employment brought about by a change in W is made up of 
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Evidently, although a cut in wages in investment industries 
will always increase employment there, at least initially, there is 
nothing automatic about its effect on aggregate employment. 
If E is low the effect may be adverse; and even if £ is relatively 
high there is no certainty that the optimum cut in wages will bring 
about full employment. 

The value of HE actually found will vary with the different 
phases of the trade cycle. In the early days of the slump, when 
there is general excess capacity, H will probably be low for the 
same reasons that make the marginal propensity to invest 
(dI/dY) tend to be low. In the boom, on the other hand, HZ may 
be much larger. To this extent it is therefore more likely that a 
rise in wages in the investment industries in the boom will 
precipitate a recession than that a fall in these wages in the slump 
will initiate recovery.* 





the change in N directly induced and the change in n brought about through the 
operation of the multiplier by the change in the money value of investment. For 
any given value of a, 


AW +n) = aw — Ew n{ EN - Ww + ANj(I — a} 


Assuming K = k, and W = w, 
A(N + n) = aN[E{1 + (uv — 1)(1 — a} — @ — 1) 


The optimum value of a is that which maximises A(N + 7). In that case, 
dA(N 
HAW +") — wieu( — pa + p(B —1) + = 0 


(EZ — 1) +1 


o= 2B — 1) 


This is the optimum value of a, which holds equally for cuts in W (0 < a < 1) 
and for rises in W (a < 0). 
In the case where the optimum value of a is 0, so that any change in W would 
reduce total employment, 
w(H — 1) +1=0 


ie ool _ Cc’ 
Be 
If H > C’, the optimum value of a is positive; if H < C’, the optimum value 


of a is negative. 
The value of Z which will make any given change in W have an exactly neutral 


effect on aggregate employment is ; + ea — a)’ 





1 On the other hand, it must be noted that a rise in wages in investment 
industries may operate in one way to prolong the boom in so far as the check 
imposed to the volume of investment prevents the marginal efficiency of capital 
from falling. In the text it is throughout assumed that changes in investment 
induced by changes in wages have a small effect on the size of the total capital 
stock, so that the marginal efficiency of capital is constant. To remove this 
assumption would really involve us in the whole theory of the trade cycle. 
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Econometrists have in fact commonly found a fairly strong 
negative relationship between the volume of investment and the 
cost of investment goods, and this suggests that in practice Z 
may be quite high. But it may well be that this relationship is 
much influenced by the existence at certain stages of the business 
cycle of a low elasticity of expectations. If a high value of Z 
were due mainly to that cause, a cut in wages in investment 
industries would be of assistance in reducing unemployment only 
in a cyclical setting and not as an offset to chronic deficiency of 
investment. 

R. C. O. MatrHEws 


St. John’s College, 
Cambridge. 








THE EFFECTS OF A WAGE CHANGE UPON 
PRICES, PROFITS AND EMPLOYMENT + 


TueE problem of the effect of a wage change upon profits and 
employment gave rise to a great controversy in the last decade, 
In view of the fact that this controversy was mainly carried on 
in terms of equilibrium analysis and that modern thought is 
turning towards period analysis, a useful purpose might be served 
by re-analysing this problem in terms of this more modern 
dynamic approach. 

Two main approaches have been used in analysing this 
problem. On the one hand, there have been attempts to use 
the real terms of price theory. This approach has usually 
utilized several restrictive assumptions, such as setting wage 
cost equal to marginal cost. The other approach, the monetary 
one, is used by Keynes, Professor Lerner and others. We are 
told that a change in the wage-rate will probably change prices 
proportionately, but the length of time taken by this process 
is left out of account. Both of these analyses assume that 
changes in the real world will be followed without any lags or 
other trouble by the corresponding adjustments of the monetary 
flow. Now this is a dangerous procedure, though as will be 
shown below, it does not lead to any serious errors in this case. 

The Keynesian analysis is, on this point, static, as can be 
seen by its criticism of the classical doctrine. There is one 
classical argument that is never quite demolished. This argu- 
ment (which tries to show that it is illegitimate to argue that a 
wage change changes aggregate demand proportionately to 
aggregate cost) has been summarised thus by Mr. Harrod in 
1934 : 

“It must be remembered that payments to the supple- 
mentary factors are residual. It cannot be known what 
happens to these ‘even at the outset’ until it is known 
what happens at the outset to the general level of prices. 
Yet what happens to the general level of prices depends 
on what happens to the volume of non-wage-earners’ money 
expenditure. This in turn depends on what happens to 


their incomes. No solution can therefore be reached on 
this line.”’ 2 


1 The author is indebted to Professors James W. Angell and William 8. 
Vickrey, A. G. Hart and A. D. Gayer for helpful criticism of this paper. 

2 “ Professor Pigou’s Theory of Unemployment,’’ Economio JouRNAL, 1934, 
p. 23. 
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He then points out that, as has been shown by Keynes (with 
the example of the widow’s cruse), an increase in expenditure 
out of profits will raise profits proportionately, and thus, if a 
wage reduction causes such an increase in expenditure, it will 
justify itself. 

There are also other questions that are not so easily answered 
by an equilibrium approach. First and foremost is, of course, 
the question whether any lags occur when wages are changed. 
Furthermore, will a wage change have the same effect in an 
economy where the prospensity to consume out of wages is high 
as in one where it is low? Will prices change proportionately 
to wages or just by the same amount? These, and related 
questions, this paper attempts to answer. 

At first a very abstract “ pure” model will be constructed. 
Afterwards the various assumptions will be removed. The 
problem of the effect of a wage change (and only a single one will 
be discussed here) can be attacked indirectly by analysing the 
effect of a wage change upon profits, for if the latter is known 
the former is also determined. While the “‘ pure model”’ will 
be phrased in terms of a money-wage increase, the same reasoning 
ean also be applied to a decrease. This model assumes a closed 
system consisting only of wage- and profit-earners, consuming 
entirely distinct wage goods and profit goods respectively. It 
also assumes that all prices are flexible and that there is no capital 
rationing. Furthermore, it assumes that inventory profits, 
changes in stock-market prices and the Pigou effect can be 
ignored. It also assumes that there is no change in employment 
brought about while the process here sketched is in operation. 
This is an assumption similar to the Hicksian week. At first 
money investment is taken as constant, but this assumption is 
then amended so as to keep real investment constant within 
the model. Similarly, it is assumed at first that the propensity 
to consume is equal to unity. Under these conditions let wages 
be raised. 

Let it be assumed, for the sake of simplicity, that the wage 
increase is only temporary and that wages revert back to their 
old level after one week. Then a table can be constructed, 
listing the effects upon profits of a wage increase where AW is 
the wage increase, AZ is the increase in expenditure and 6, is 
the propensity to consume out of profits. It is convenient to 


1 It should, however, be mentioned that he considered as most probable the 
case where profit expenditure is held constant which gave him the Keynesian 
solution, 
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start this analysis with yet another assumption, that there is 
no lag between the receipts of wages and their expenditure, but 
that such a receipts—expenditure lag does exist for profit incomes, : 
In the following table the first column lists those effects of a 
wage increase which decrease profits for several periods. In the 
first period there is the wage increase itself, and it reduces 
expenditure out of profits (on consumer goods) in the next period, 
and this reduction of expenditure reduces profits in the second 
period. Profits are reduced below what they would have been 
without the wage increase in the second period, by the reduction 
in profits in the first period multiplied by the marginal propensity 
to consume out of profits. This process can be analysed for 
several periods, as is done in the table (where it is assumed, to 
avoid cumbersome mathematical expressions, that the marginal 
propensity to consume is constant; the inaccuracy produced by 
this assumption is only of minor significance). 

The second column lists those effects of a wage increase which 
tend to increase profits. Since it is still assumed that the marginal 
propensity to consume out of wages is equal to unity, and since 
it is, furthermore, assumed that the wage increase is spent 
immediately, expenditure and, therefore, profit is increased by 
an amount equal to the wage increase. During the following 


periods this profit increase is spent, and what has been said about 
the subesquent periods in Column I also applies here. 


TaBLeE I 
A Simplified Model of Wage—Profit Relationships 





I. II. 
Time. Negative Effects | Positive Effects 
on Profits. on Profits. 





Period 1 : 5 E AW AE = AW 
Period 2 ‘ ; - AW®, 
Period 3 a ‘ ‘ AW68,,? 
Period N . ; ‘ AW8@,%-1 











Since, as will be seen at once, these two columns are the same 
under these conditions, profits would not be affected by a wage 
change. Since in this model, by assumption, any wage increase 
is immediately spent and thus returned to profits, the secondary 
effects of the original decrease discussed in the beginning of this 
model can either be considered as non-existent or as exactly 
offset (as in the above table). 

If the assumption that any wage increase is spent in the 
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period of receipt is relaxed (still keeping the assumption that 
the wage-consumption function equals unity) it will affect the 
result as follows: Column II will lag behind Column I by the 
time it takes for a part of the money paid to labor to be returned 
to profits through higher prices; %.e., by the time it takes for 
a wage increase to be spent by its recipients, to flow through the 
industrial circuit, and to enter into the profit income of individual 
dividend recipients. This may be dubbed a wage-to-profits 
income velocity. In the final equilibrium (which strictly speak- 
ing, like the multiplier, takes an infinite number of periods to 
work itself out) profits will have been recouped completely. 
However, even after a few periods, the difference between the 
two columns created by the lag will not be very large. The 
propensity to consume profits can thus be shown to affect the 
wage-change problem to some extent through the effects of this 
lag; this, contrary to the expectations one is likely to form at 
first glance, is the only way this propensity enters the system. 

The assumption that the wage increase is discontinued after 
one week can now also be relaxed, for a table like the above with 
the lag effect built into it can be constructed for each week. 
These tables can then be summed for each period, and the total 
effects upon profits of the wage increase for each period can be 
found in this way. 

It now remains to abandon the assumption that the propensity 
to consume out of wages is equal to unity. The removal of this 
assumption means that not all of the increased wages would be 
spent, and that consequently profits would not be increased as 
in Column II of the above table. Thus in the first period profits 
are now reduced by (1 — 0,)AW, where Oy is the propensity to 
consume wages. 

If, however, the assumption that monetary investment is 
constant is also removed, and, instead, the more realistic assump- 
tion that real investment is constant, is substituted for it, the 
picture is changed, for it can be shown that the removal of this 
assumption increases money expenditure by exactly as much as 
the removal of the assumption that the propensity to consume 
out of wages is equal to unity lowers it. This can be demon- 
strated in the following way: If real investment is constant in 
face of a wage increase, then investment in money terms has to 
rise proportionately to the wage increase. Thus, writing AJ 
for the increase in money investment, II for profits, and AS for 
the change in saving : 

AI = AS = (1 — 6,)AII + (1 — 0y)AW 
No, 243.—VoL. LXI. 
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Thus if AII =0 the proposition under discussion is proved. 
It is necessary to see clearly what AII #0 implies. It means 
that the wage increase has raised profits in the in: 2stment- 
goods sector. A wage increase is granted and paid out, i.e., 
AI = (1 — @y)AW, and this would be an equilibrium. The 
only reason why II would change is that the wage increase has 
raised entrepreneurs’ expectations, and the demand for invest- 
ment goods has increased or, conversely, has been reduced. In 
other words, AII #0 is tantamount to assuming a change in 
investment. To be sure, if AII 40, then the increase in wages 
will result in an increased level of income. This, of course, is 
not a new indeterminancy, it is simply another side of the fact 
that if investment is ircreased by it, a wage increase will increase 
employment. For the present this is ruled out by the assumption 
of invariant expectations, but the problem will be examined 
below. Incidentally, the existence of other income shares does 
not affect the result, since, unless investment is changed, the 
change in other money incomes is zero. 

Thus it can be shown that it is not necessary for the pro- 
pensity to consume out of wages to be unity for a wage increase 
or decrease to be neutral to the level of employment as was 
recently claimed by Professor Higgins 1 (with regard to a wage 
decrease). Regardless of the propensities to consume out of 
wages and profits, a wage increase will under the conditions of 
the ‘‘ pure model” raise prices to the same extent, and leave 
profits unchanged in amount, but not, as is sometimes stated, 
leave them unchanged as a proportion of costs. 

So far, one institutional factor of some significance has been 
ignored, for it was assumed in the above table that profits spent 
in any period were those that were received in that period. 
This ignored the fact that profits are characteristically earned 
by corporations, and that there is a lag in their distribution to 
the ultimate recipients. Thus, for an interval after the wage 
increase, the profits spent will be those of the preceding period. 
After some time the dividends earned in the period after the wage 
increase will be distributed, and they will be slightly lower than 
they otherwise would have been because of: (1) the lag between 
the increased wages and their expenditure (and it should be 
remembered here that if wages are raised permanently, the full 
gap will re-appear with each wage payment), and (2) the fact 
that some profit expenditure will be influenced by the wage 


1“ The Optimum Wage Rate,” Review of Economics and Statistics, Vol. 
XXXI, p. 130. 
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increase because of the existence of small firms where the pro- 
prietors determine their profits at shorter intervals, and the fact 
that some profit recipients might correlate their consumption to 
some extent with profit earnings rather than with their profits 
receipts. While, in general, the latter factor is likely to be in- 
significant, it could assume importance under some conditions, 
such as fierce protestations by management, at the time of the 
wage negotiations, that a wage increase will lead to the wiping out 
of profit margins. 

Then, when the profits of the period following the wage 
increase are distributed, consumption out of profits will be 
reduced. However, by the time between the wage increase and 
the declaration of dividends (in most cases at least) one wage 
receipts-expenditure period will have passed and the money 
spent on increased wages will have flown back to the corporations. 
However, for some corporations the period of dividend calculation 
will come before the increased expenditure has a chance to flow 
back. If dividend payments (and thus dividend-calculation 
dates) are ‘‘ bunched” at any time during the year, it follows 
that a wage increase would have a slightly different effect at 
different periods of the year. 

It might be argued that the existence of corporations affects 
this problem in another way, too, for there is not a very strong 
correlation between corporate receipts and expenditure in the 
short run. It might be argued that, since dividend payments 
are more stable than profit receipts, the old level of dividend 
distribution will perhaps be maintained in spite of the wage 
increase. In so far as this takes place, without corporate invest- 
ment being reduced pari passu, it would mean that a reduction 
of ex-ante saving, without a reduction of ex-poste investment 
has taken place, and this, unless (as is indeed likely) it is counter- 
balanced by the corporations not distributing the increase in 
receipts created by the expenditure of the wage increase, would 
be an inflationary factor, and in this way a wage increase could 
raise employment. However, a period when corporations are 
optimistic enough to distribute unchanged dividends in spite 
of a (temporary) reduction im®their net profits is likely to be a 
time when their surpluses are invested and therefore they would 
probably not have any idle cash hoards to distribute. In case 
of a wage reduction, which is likely to come in a time of depression 
and therefore entrepreneurial pessimism, corporate hoarding, 
however, is quite likely. 


It is now time to see what has been done so far. It has been 
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shown that under certain conditions a wage change will change 
prices by the same amount and leave profits constant. The 
conditions necessary for this to occur have been made explicit. 
An attempt has been made to clarify the time lags involved and 
thus to make it possible to trace the movement of the system 
in its path to the new equilibrium position. Now the special 
assumptions of the “ pure model” will be removed. Before 
starting it might be best to list them. They are, in the order 
in which they will be removed : 


I. Assumptions primarily concerning demand : 

(1) Corporate dividends policy does not attempt to even 
out the profit receipts of stockholders.* 

(2) Wage goods and non-wage goods are entirely distinct. 

(3) There are only two income shares, wages and profits, 

(4) There are no profits or losses on inventories and fixed 
capital. 

(5) The Pigou effect is absent, and consumption is 
affected only by the level of income. 

(6) All prices are completely flexible. 


II. Assumptions primarily concerning the system as a whole : 

(1) The process of aggregation in the “pure model” 
does not lead one astray. 

(2) There are no changes in employment while the process 
here described works itself out. 

(3) There are no changes in the fiscal position. 

(4) There is no change in the foreign balance. 


‘ 


III. Assumption primarily concerning investment : 

(1) The rate of interest and the difficulties of financing 
are constant. 

(2) Wage changes do not affect expectations. 

(3) The time lag in the receipt of the same profits as 
before does not affect investment. 


These assumptions will now be analysed. As each one is treated 
it will be assumed that the ones not yet discussed still rule. As 
soon as the assumption that wage and profit goods are entirely 
different catogories is relaxed, it can be seen that a wage increase 
will raise real wages and reduce real profits. As has been shown 
above, the money income of workers has been raised, but profits 
have not, therefore wage-earners are now in a position to “ bid 


1 This assumption has already been discussed above. 
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away” commodities from profit-earners. Thus even in the 
strict Keynesian case illustrated by the “ pure model” a wage 
change does lead to some (slight) income redistribution. This 
development obtains considerably more importance when the 
assumption that there are only two income groups is relaxed, 
and the existence of a middle class is acknowledged. This would 
tend to increase slightly the propensity to consume. The loss 
in wealth by the rentier group, owing to lower purchasing power 
of debts as well as the increase in wealth of entrepreneurs because 
of this factor, might also have a slight influence upon the marginal 
propensity to consume. 

The introduction of the rentier class has another effect, for 
the wage increase has created a need for more working capital, 
and thus raises the financial charges that entrepreneurs have to 
meet. By a method similar to the above, it can be shown that 
expenditure and thus profits will be raised, but since some of the 
rentiers in this case are banks the income-expenditure—income lag 
involved might be a long one. 

The removal of the assumption that there are no inventory 
profits would also tend to raise the marginal propensity to 
consume. On the other hand, if entrepreneurs believe that a 
wage increase reduces their profits, it might cause them to reduce 
their consumption in anticipation. Further, the existence of 
the Pigou effect would tend to reduce consumption as wages rise. 
The elasticity of price expectations held by consumers can also 
influence the effect of a wage change upon the consumption 
function. Also, as has been pointed out by Dr. Tobin,’ if consumers 
also hold the money illusion which the General Theory attributes 
only to labor, a wage increase would in this way tend to increase 
consumption. 

Complete price flexibility has been assumed in “‘ pure model.” 
This assumption might be considered extremely unrealistic. 
Thus, some consider it the main reason why a money-wage 
reduction should increase profits and lower real wages. It will 
however, be argued here that this factor is of only minor im- 
portance in this context and does not affect the above analysis 
too seriously. It can be shown that the price level is much 
more flexible than the individual prices composing it. Consider, 
for instance, a model where the propensity to consume is equal 
to unity, all prices but one are completely inflexible and demand 
increases. Then the one flexible price will rise sufficiently to 


1 “ Money Wage Rates and Employment,” in Harris (ed.), The New Economics, 
pp. 581-2. 
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absorb all the excess demand since it could not be absorbed in 
any other way,' and thus the aggregate price level would behave 
as though all prices were flexible. Of course, under conditions 
of a drop in demand the converse would hold only if the marginal 
costs of the price-flexible commodity were zero. Thus instead 
of the assumption of complete price flexibility the following 
assumption can be used: a given dollar of demand increase (or 
decrease) must have the same effect upon employment and prices 
in one industry as in any other. This makes it possible to see 
the weakness of the price-flexible assumption in a clearer light. 
On the whole it seems slightly more likely that a loss of revenue 
would decrease employment in some industries, to a larger extent 
than the gain in revenue would raise it, in so far as the industries 
directly concerned are referred to, though it must be admitted 
that apart from expectation effects it is rather unlikely that a 
firm would not raise prices but reduce employment given a 
similar shift in cost and revenue curves. Only in so far as the 
wage increase shifts demand amongst different commodities, so 
that cost and revenue curves do not shift in the same way is 
such a reaction likely. As far as the accelerator effects of the 
unequal impact of the wage change are concerned, it is to be 
expected that in the short run, for well-known reasons, it would 
tend to increase employment. 

There exists one more major effect of price inflexibility. 
Professor Bergson? has pointed out that if investment-goods 
industries have less flexible prices than consumer-goods industries 
a wage increase will reduce employment. ‘This results from the 
fact that an increase in investment-goods prices (which is net 
equal to the increase of consumer-goods prices) will not raise the 
volume of money investment as much as the volume of money 
savings. He arrives at the following formula for the relation- 


i j P did P. Ww 
ship of money wages and real income (eyw) : exw = — ~~ {— a mn Pw 


where A is the sum of the propensities to consume and invest, 
and Ppow, Pp;w are the average price—wage elasticities of con- 
sumption and investment goods respectively. This latter term 


1 This reasoning might be criticised for ignoring the possibility of the increased 
demand out of wages being offset by a reduction of profit recipients’ demand, 
but it must be remembered that the longer average lag in profit receipts will, as 
has been pointed out before, prevent profits received by the ultimate consumers 
from falling by anything but a small amount. 

2 “ Prices, Wages and Income Theory,” Econometrica X, pp. 275-89, and 
“ Price Flexibility and the Level of Income,” Review of Economic Statistics, 
XXV, pp. 2-5. 





—_— 


Oo a2 8s WS he 


au Vv @2ew Oo Ft FF SS S&S & @ 


1951] EFFECTS OF A WAGE CHANGE UPON PRICES, ETC. 527 


also takes indirect effects into account. In case of a wage 
increase these two elasticities are likely to be somewhat similar, 
put are likely to diverge more in case of a wage decrease. Thus, 
as far as a wage increase is concerned, it is rather unlikely that 
the net effect of the removal of the price-flexibility assumption 
would have major effects upon the level of prices and employ- 
ment. However, in case of a wage decrease, price inflexibility 
would seem to be of more significance. 

If the assumption of a closed system is removed two more 
effects of a wage change appear,! for a wage change, through its 
effect upon prices, affects the balance of payments. On the 
other hand, a wage increase by bettering the terms of trade 
raises real income and therefore reduces (in the short run) the 
propensity to consume. 

Another consideration that must be kept in mind is, as has 
been pointed out by Dr. Tobin,? that unless all other factors are 
fully employed there will be a substitution of other factors for 
labor. ° 

The above assumption has been carried out in terms of 
aggregates, and this assumption must now be removed. Such 
an analysis will give a true picture only if either of two further 
assumptions are correct. Either all firms have to be affected 
the same way or the responses of firms have to be exactly pro- 
portional to the size of the stimulus (here, a wage change) and 
have to be in opposite directions for positive and negative stimuli. 
This has already been discussed in the discussion of price in- 
flexibility, but the problem is somewhat larger, for a wage change 
will have some effects upon the distribution of demand amongst 
different commodities and different capital goods. Owing to 
the fact that firms facing losses are under a more effective com- 
pulsion to reduce output than firms having increased profits 
are to increase output, the removal of the aggregation assumption 
would tend to reduce employment. This is likely to be the case 
whether wages are to be increased or reduced—a somewhat 
paradoxical result. 

So far this analysis has proceeded on the assumption that 
unemployment does not interfere with the process here sketched 
and upset the rest of it. This assumption is based on the further 
assumption that expectations are “neutral.” Needless to say, 
if expectations do change as wages are increased, employment will 
be affected. So far the above analysis has only shown that if 
entrepreneurs do expect their money incomes to be unaffected 

1 Cf. General Theory, pp. 262--3. 2 Op. cit., p. 578. 
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by a wage increase their expectations will, under certain specified 
conditions, be fulfilled. 

However, one important thing has been shown above, namely 
that the lag between a change in wages and the resulting change 
in demand, and therefore corporate receipts, is rather short (at 
least for firms in the lower stages of production). While this 
would tend to indicate that expectations would not change, it 
will be counteracted to some extent by the fact that different 
firms will feel the effect of a wage change to a different extent 
and that the impact upon expectations of windfall gains and 
losses need not cancel out. Furthermore, if firms in the lower 
stages of production expect to lose through the wage increase 
they will refuse to pay the higher prices now demanded by 
producers in the higher stages. By the time the lower-stage 
producers realise their error, extensive unemployment would 
have time to develop in the higher stages. Also, expectations 
are also guided by other factors than the immediate profitability 
of the firm. The immediate repercussions on the profit stream 
if wages are raised or lowered can quite easily be considered vy 
entrepreneurs as due to “accidental, exogenous factors” or 
their own abilities in case of a wage increase, or to the general 
depression likely to prevail during a period of a wage decrease, 
or due to the inabilities of their subordinates.* 

While, on the one hand, newspapers do argue that a wage 
increase would only raise prices (proportionately ?) it is doubtful 
to what extent each businessman believes this to apply to his 
own firm. A public opinion poll by the National Opinion 
Research Center? asked (on December 3, 1943) the following 
questions : ‘‘ If some wages and salaries do go higher than they 
are now, do you think this would affect prices in any way?” 
The answers were distributed as follows: Yes, 67%; No, 28%; 
Don’t know, 5%. Of those who answered “ yes” 1% thought 
it would lower prices, another 1% did not know in which way 
prices would be affected and 65% thought it would raise prices. 
Of course the answers of a sample of businessmen, especially if 
asked about their own industries, would differ from this, but 
nevertheless the results of this poll do cause doubt whether the 
idea that prices increase by the same amount as wages is widely 

1 Incidentally the statement often made that entrepreneurs must be familiar 
with the General Theory in order to form no pessimistic expectations as wages 
rise does not appear to be correct. For they are not likely to be familiar with 
classical theory either, and may have some eclectic reasons for believing that a 


wage increase would not affect profits. 
2 As quoted in the Public Opinion Quarterly, Vol. VIII, p. 37. 
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held among businessmen. To be sure this idea has been propa- 
gandised in a lot of newspapers since the time of this poll, but if 
wages are raised, say three years from now, it is doubtful if these 
editorials will be remembered. Thus it appears likely that a wage 
increase would create at least some adverse expectations and a 
wage decrease would have the contrary result. 

A wage change also has a fiscal effect, for a wage increase, 
by increasing money incomes, will raise the tax rate. This is 
partially offset by an increase in governmental costs, but since 
the tax structure is progressive (and even sales taxes are computed 
as a percentage of price) and a large proportion of government 
expenditures are not directly for labor (transfer payments, for 
example) this factor will act in a deflationary manner. 

It is now necessary to remove the assumption that real invest- 
ment is constant. To the above discussion of expectations 
there has to be added the point, made in the General Theory,* 
that if there are expectations of further wage changes this will 
have a very powerful influence upon the marginal efficiency of 
capital. About this factor it is, of course, impossible to generalise, 
except to note that it is now operative in one direction almost 
solely, owing to the fact that wage “rollbacks” appear most 
likely in the present political atmosphere. 

Another factor about which it is impossible to generalise is 
the possibility of changes in the interest rate. To the effect of 
a wage change upon the market rate there has to be added its 
effect upon capital rationing and also its significance through 
the “ principle of increasing risk.’ The two latter factors would, 
however, be partially (?) offset by changes in the value of inven- 


tories, a factor that might also influence expectations. 


A factor that is likely to be of some importance is the effect 
of a wage change, through its unequal impact amongst different 
firms and industries, upon the accelerator. This accelerator 
effect makes it appear as if a wage increase would be more 
favorable for the level of employment, at the peak than at any 
other stage of the cycle, though it is just at this stage that its 
effect through interest-rate changes, and capital rationing, is 
likely to be strongest, and this would tend to offset the favorable 
accelerator effect. 

The temporary reduction of profits received by the corporation 
following a wage increase might have some effect upon invest- 
ment. The fact that it assumes only small proportions for a 
short time only probably prevents this factor from having much 

1 Op. cit., p. 265. 
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importance. Investment projects already past the blueprint 
stage are not very likely to be abandoned. More likely is, that 
decisions about planning investment projects are to be influenced 
in this way, but by the time these projects would be ready to 
enter production profits will almost be back to normal, and it 
seems only probable that these plans would then be put into 
effect. This, of course, might create a gap in investment outlays 
for a short time. Such a gap is likely to result also from business- 
men delaying investment projects in order to see what would 
happen after the wage increase. The fact that inventory invest- 
ments (or rather orders for inventories) do not have a long 
gestation period would also tend to reduce investment for a short 
time in this way. The fact that a wage increase leads, under the 
conditions of the “‘ pure model,” to a reduction of real profits 
might, of course, reduce investment to a slight extent, through 
the withdrawal of entrepreneurial labor, but this is not likely to 
be important. A wage increase could also stimulate investment 
through its influence on the real value of debts.1_ If the factors 
here discussed do raise aggregate demand, then if there is full 
employment there is likely to be an additional stimulus to 
investment because of the accelerator. 

Thus it may be concluded that though given special assump- 
tions a money wage change changes prices by the same amount, 
what happens in reality is the result of several conflicting forces 
which are likely to be of different strengths each time wages are 
changed. Thus a priori theory cannot establish the precise 
effect of a wage change upon profits, prices and employment, 
though it does create a very strong presumption that in most 
cases the effects will be relatively small. 

T. MAyER 


Washington, D.C. 


1 Cf. General Theory, p. 264. 




















SOME ASPECTS OF THE THEORY OF INFLATION IN A 
CLOSED ECONOMY ?} 


THis paper attempts to give a restatement of certain aspects of 
the theory of inflation. The literature on the subject is now so 
extensive that only the specialist can hope to have more than a 
nodding acquaintance with it. Furthermore, it is not always 
apparent whether the constructions of those eight or nine authors 
who have provided rigorously formulated models are complement- 
ary or competitive. The distinctions made in this paper between 
different types of inflation are therefore intended to furnish a 
guide to taese models as well as to be a basis of analysis (though 
this does not mean that more than a fraction of the theoretical 
literature will be referred to). 

Two basic ideas lie behind the classification and analysis. The 
first of these is that it is essential to distinguish between the supply 
and demand of goods and the supply and demand of factor 
services (labour).? The second is that different possible hypotheses 
concerning the determination of prices and wages make possible 
very different results. 

Let us first consider price determination. The first possibility 
is that prices are flexible. Where sellers fix only their output 
and leave prices to be determined on the market it means that 
prices are such that demand is equated with supply—there is no 
unsatisfied demand at the prices reached. Where sellers fix their 
prices and change them only discontinuously it means that if the 
expectations relevant to the price-fixing decision are correct the 
price is such that demand is equated to planned output plus the 
planned decrease (minus the planned increase) in stock. Thus 
unsatisfied demand can exist only temporarily in this case. In 
either case a rise in demand will always produce an increase in 
price,? and so will a rise in marginal cost except when output is 
at a maximum and marginal revenue is not less than marginal cost 
both before and after the increase in the latter. 


1 In writing this paper I have benefited greatly from comments on a first 
draft made by William J. Baumol, Alan Day, Milton Friedman, Jan Graaff, 
Lionel Robbins, Joan Robinson and Brian Tew. 

* I owe my understanding of the importance of this point to Bent Hansen. 
In our article ‘‘ The Factor and Goods Markets” (Economica, February 1951) 
Dr. Hans Brems and I have attempted to show the significance of the distinction 
in explaining the relation between Saving and Investment in situations of under- 
employment. 

’ Except with a horizontal marginal cost curve. 
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The second possibility is that prices are inflexible in that they 
do not satisfy the conditions stated above; they must obviously 
be fixed by the sellers. We shall confine our attention to one class 
of inflexible prices only, cost-determined prices, and assume that 
all inflexible prices are cost-determined. By a cost-determined 
price we mean a price which is fixed by adding a constant per- 
centage or absolute mark-up to unit prime costs. Changes in 
demand will affect such a price only if they lead to changes in 
output and the change in output affects unit prime cost. If unit 
prime cost is constant, or if output is at its maximum, increases 
in demand will have no effect on a cost-determined price. 

We shall analogously consider two alternative hypotheses as 
to wage determination. We call wages flexible if they are such as 
to equate the demand and supply of labour, and shall confine 
ourselves to the case where the supply curves of labour in general 
is shaped, the vertical limb indicating full employment. 
A more plausible alternative is that wages are cost-determined, 
i.e., related to the cost-of-living index by a sliding scale. The 
wage-adjustment coefficient is defined as the ratio of the wage 
increase to the price increase which caused it. If wages are cost- 
determined, changes in demand for labour will have no direct 
effect on their level. 

Having concluded these definitional prolegomena, we now turn 
to the general simplifying assumptions on which the analysis 
is based. They may be listed as follows : 

1. The Economy is closed. 

2. There is but one general price-level and one general 
wage-level, 7.e., changes in relative prices, the wage structure 
and the composition of output can be ignored. 

3. The money-supply is very elastic so that the inflation- 
ary process is not hindered by credit stringency. 

4. There is a determinate maximum to the level of 
output. 

5. The state of affairs is initially such that output is 
at this maximum, and there is no tendency for it, prices or 
wages to change other than as the result of long-term trends 
(such as population growth and technical progress) which we 
ignore. 

6. Investment and Government expenditure are given 
magnitudes. 

7. Confidence in the currency is never lost, i.e., money 
continues to be used as the medium of exchange, the unit of 
account and a store of value. 
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A maximum may be set to the general level of output by the 
size of the total labour force, by capacity (the amount of plant 
and equipment in existence) or by the maximum output of certain 
key industries such as fucl or transport. In the latter case the 
maximum will in turn be set either by the size and location of 
the industry’s labour force or by the availability of specific 
equipment. This threefold distinction implies that only negligible 
substitution is possible between labour and plant and equipment 
and between the products of key industries and other material 
factors of production and that mobility islow. These implications 
seem fairly acceptable, since our analysis is confined to the short 
run, and on either of our assumptions concerning wage determina- 
tion the existence of unemployment of labour will not involve 
falling wages. 

The reason why we assume that the initial position is one 
where output is at its maximum and that it has no tendency to 
change until upset by some inflationary disturbance is purely 
expositional. Thus if a rearmament drive increases money 
national income from a low level to a level greater than the 
minimum necessary for output to be at its maximum we can 
divide the analysis into two parts. First, what happens if just 
that amount is spent which suffices to raise money national 
income to the minimum necessary for output to rise to its maxi- 
mum? Secondly, output having reached its maximum, what 
happens if reaarmament expenditure is further increased? Very 
little is lost in results, and much is gained in convenience by 
this conceptual division. As for the assumption that the initial 
situation will maintain itself in the absence of exogenous changes, 
it merely enables us to avoid having to distinguish between 
changes which are the effects of the inflationary cause and other 
changes. 

If now by inflation we mean a process of general price and/or 
wage increases starting under conditions where the general level 
of output cannot be increased in the short run, it follows from 
what has been said that there are four main types of such process : 





Type. Prices. Wages. 





Cost-determined | Cost-determined 
Flexible Cost-determined 
Cost-determined | Flexible 
Flexible Flexible 





It is evident that although an Inflationary Gap will cause an 
inflationary process of types B and D, this is by no means the 
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case with types A and C, where an excess demand for goods has no 
effect on their prices. Definition and analysis of inflation in 
terms solely of the Inflationary Gap is inadequate for two reasons, 
The first reason has just been indicated: if the price-level is 
cost-determined (more generally, if prices are inflexible) there is 
no direct connection between the magnitvde of the Gap and the 
extent of the price increase, wkich may indeed be zero. The 
second reason is that attention must also be paid to the labour 
market.1 For example, an inflation of type B may result from an 
autonomous increase in wage-rates (even if this produces no increase 
in the demand for goods) raising prices from the cost side, thus 
leading to a further rise in wages. 

We can best approach the problem of defining inflation more 
generally by seeing what all four types of inflationary process 
have in common. If the wage-level rises because the cost of 
living has increased (or to secure an increase in real wages) and 
if the price-level rises to offset a rise in wage-costs (or to secure 
higher profit margins), then we can say that workers and “‘ capital- 
ists ” are struggling to maintain (or increase) their shares of real 
national income. If, on the other hand, the price-level rises 
because total output has fallen due to a decline in productivity 
(or real demand for goods has increased) we can say that this is 
the result of a struggle between consumers, firms and the State to 
maintain (or increase) the real value of their expenditure. Again, 
if there was initially full employment and the wage-level rises 
because the labour force has fallen (or the demand for labour has 
increased) we can say that this is due to the struggle of employers 
to maintain (or increase) output by attempting to maintain (or 
increase) the number of employees. 

In the first case there is competition for real income, in the 
second case there is competition in real expenditure and in the 
third case there is competition for labour in order to produce. 
In all three cases the sum total of demands exceeds the available 
supply. Hence we can say that inflation is the process resulting 
from competition in attempting to maintain total real income, total 
real expenditure and/or total output at a level which has become 
physically impossible or in attempting to increase any of them to u 


1 In a forthcoming book on the theory of inflation Bent Hansen has provided 
an exhaustive analysis of the relation between the Inflationary Gap, the Goods 
Gap, the Factor Gap and the ex ante excess of Investment over Saving. He 
shows that the Inflationary Gap is equal to the ex ante excess of Investment 
over Saving only under special conditions. His distinction between ‘‘ induced ” 
and ‘‘spontaneous”’ price changes corresponds to changes in our “ flexible” 
and ‘‘ inflexible ’”’ prices respectively. 
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level which is physically impossible. Actual real income, real 
expenditure and real output are, of course, the same, and the 
impossible level is thus any level greater than the maximum level 
of output, which we have assumed to be the level actually ruling 
in the initial position. 

It will be noted that no reference has been made to the quantity 
of money. This is because high liquidity is probably a necessary 
but is not a suflicient condition for an inflation to take place. 
Employers cannot increase wages unless they have the money to 
finance a larger wage-bill and an increase in Investment, in 
Government Expenditure or in Consumption requires either 
credit creation or dishoarding. An inflation caused by the dis- 
covery and exploitation of a new goldfield is covered quite 
adequately by our definition, since the digging of the mines 
constitutes real Investment and (assuming a gold standard) the 
production of gold raises Consumption expenditure through the 
increased spending of those who have moved into gold-mining, 
and lowers the supply of goods if the mining necessitates a decline 
of other activities. If there is no gold standard, then gold is a 
good, not money, and its purchase constitutes inventory accumula- 
tion, 7.e., Investment. 

The definition covers both “ open ” and “‘ repressed ”’ inflation 
for most meanings which have been given to the latter term. 
Perhaps the most convenient meaning of repression is the institu- 
tion of the rationing and allocation of goods and labour, of price- 
control and of some form of national wage-determination. To- 
gether these measures can make both the price-level and the 
wage-level cost-determined, thus limiting the possibilities to 
Type A. If no compensation is allowed for cost increases we 
have the extreme case, otherwise repression does not exclude 
general price and wage increases. 

There has been some discussion as to whether or not a fall in 
productivity is inflationary. In line with the Swedish tradition. 
it has been argued that, assuming there to be no unfavourable 
effect on Investment, the fall will produce a single once-and-for- 
all increase in the price-level (a “‘ scarcity price rise’) and not a 
process of successive price increases (an “inflationary price- 
rise”). From what we have said above, it seems that this view 
is correct only if three conditions are satisfied. First, all types of 
income-recipients must accept the fall in real income and not 
try to increase their rates of remuneration. Secondly, consumers, 
firms and the State must accept the fall in the real value of their 
expenditure, i.¢., must not attempt to maintain it by increasing 
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the money value of their expenditure on final goods and services, 
Thirdly, firms must accept the fall in output and not attempt 
to acquire additional labour in order to maintain output at its 
previous level. All three conditions will be satisfied only under a 
system of Type D in the special case where Government and 
Investment expenditure are fixed in money and not real terms. 

We can illustrate this by supposing a large amount of industrial 
plant and equipment to be destroyed by bombing so that output 
falls and becomes limited by capacity and not labour shortage. 
The resulting price increase will be more than a scarcity price 
increase if (a) the proportion of income spent on consumption 
rises in an attempt on the part of income recipients to maintain 
the real value of their consumption; (b) the money value of 
Investment or Government expenditure is increased in order to 
prevent its falling in real terms; (c) trade unions secure increases 
in wage-rates to offset the rise in the cost of living, and prices 
are increased owing to the rise in costs which this causes. 

Let us now consider the two most-discussed types of inflation, 
A and B. First we shall take Type A, the pure wage-price 
spiral,1 where both prices and wages are cost-determined. In 
the following diagram the price-level is measured along the 
vertical axis and the wage-level along the horizontal axis. In 
the initial position they are W,P, and OW, respectively. W,P,, 
which is the price of a bundle of goods, is composed of W,L, 
unit labour cost and L,P, unit gross profit. We suppose that 
productivity falls so that (at the wage-rate level OW,) unit labour 
cost rises from W,L, to W,L’;. With marginal productivity 
constant at the new (lower) level, L’; is one point on the wnit 
labour cost line which shows the proportional dependen-e of unit 
labour cost upon the wage-level. If employment changes as a 
result of the wage-—price spiral, the marginal productivity of 
labour will probably be altered, thus shifting the line or bending 
it. We shall ignore this possibility, however, and have therefore 
drawn the line so that a doubling of the wage-level is shown as 
doubling unit labour cost. 

On the assumption that percentage gross profit margins are 


L,P, L';P’; a : R 
constant ( at WL, we) the price-line shows the price-level as 


1 The following articles treat the matter algebraically: Hagstroem, ‘‘ Om 
méjligheten att bereda kompensation fér en fortgaende prisstegring med efter- 
féljande stabilizering av penningvardet ” (Zkonomisk Tidstrift, September 1940); 
Polak, ‘‘ On the Theory of Price Control ”’ (Review of Economic Statistics, 1945); 
Holzman, ‘‘ Income determination in open intlation ” (Review of Economics and 
Statistics, May 1950). 
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a function of the wage-level. It is in effect a reaction curve, as is 
the wage-line which shows the wage-level as a function of the 
price-level. Thus if the price-level increases from W,P, to 
W,P’. the wage-level will increase by P’,M, and the ratio of the 


P’',M 
? PS. 5) 
adjustment.” As drawn, this is less than unity, so that real wages 
fall when the price-level rises. 


latter increase to the former is the “ coefficient of wage 


price 


wage-line 
price-line 


7 unit labour 
“cost line 





wage 





° Ww, level 


The new price-level and wage-level will be W,P, and OW, 
respectively. Assuming that wage-adjustment works downwards 
as well as upwards, this is a stable position. At lower (higher) 
levels claims to real income exceed (are less than) the total 
amount available. Our assumption of constant-percentage gross- 
profit margins means that the share of wages in the national 
income remains unchanged, so that if total output remains at the 
new (lower) maximum the real wage bill and real gross profits 
both fall in the same proportion as productivity. The magnitude 
of the wage adjustment coefficient thus affects only the extent of 
the rise in prices and wages, and can have no influence on real 
wages. 


The same diagram can be used to show the effects of other 
No. 243.—voL., LXI. NN 
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disturbances which will produée an inflation‘of Type A. An 
autonomous increase in money wages shifts the wage-line to the 
right, while a rise in profit margins shifts the price-line upwards, 
‘ (The effect of a rise in import prices in an open economy can also 
be shown : the price-line is related to a unit-prime-cost line, which 
's the vertical sum of the unit-labour-cost line and a horizontal 
unit-import-cost line which is assumed to shift upwards.) Differ- 
ent assumptions can be made about the behaviour of wages and 
prices. A wage-line which (when projected) passes through the 
origin indicates complete compensation for price increases, while 
a vertical line indicates a constant money wage. As regards 
prices, if there is price-control such that profit margins are held 
constant in absolute money terms, the price-line will be parallel 
with the unit-labour-cost line. 

As we have already indicated, the price and wage increase will 
be finite if there is some finite increase in the price-level which will 
reduce claims for real income to the amount available. In the 
case illustrated by our diagram, where the percentage gross profit 
margin was assumed to be constant and prime cost consisted wholly 
ot labour-cost, this required the wage-adjustment coefficient to be 
less than unity. If there is some other item in prime cost which, 
in contrast to labour, does not receive compensation for price 
increases, or if there is price control, this is not the case and real 
wages can even be increased. These statements are subject to 
the proviso that the fall in outputis less than both the initial wage- 
bill and initial total gross profits. 

The speed of an inflationary process of Type A depends upon 
the length of two lags involved. There will be a lag in the 
adjustment of price to cost and a lag in the adjustment of wage- 
rates to the cost of living. The longer these lags, the slower will 
be the process of price and wage increase and the longer will it 
take to reach the new “ equilibrium ” position (if such exist). 

Assuming that the price rise is finite, we may ask what the 
effect will be on the real demand for goods and on employment. 
Let us first consider inflation caused by an increase in profit 
margins or by an autonomous increase in wage-rates. The main 
effects on the real demand for goods will be as follows : 


(a) If percentage gross profit margins rise (fall) the 
distribution of income will change in favour of (against) 
“ capitalists,” which will probably tend to reduce consump- 
tion expenditure. The redistribution between recipients of 
fixed incomes and others may work either way. 
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(b) Money illusion on the part of consumers will tend to 
reduce real consumption demand, as will— 

(c) Progressive taxation, by raising the proportion of in- 
come taxed. 

(d) Much Government Expenditure is fixed in monetary 
terms, so that its real value will decrease. 

(e) The effects of higher prices on Investment will be very 
complicated, and we cannot go into them here. Except 
where explicitly stated it is assumed in this paper that 
Investment and Government Expenditure are constant, 
either in value or volume. 

(f) Money illusion on the part of firms in the form of 
neglect of increased replacement cost means exaggerated 
profits and very possibly an increase in the real value of 
dividends, raising real consumption expenditure. 


If the real demand for goods falls, and if the decrease exceeds the 
real excess demand (if any) existing in the initial situation, 
then employment will fall. Otherwise it will remain unchanged 
whatever happens to real wages, for since cost-determination of 
prices excludes the equation of marginal revenue and marginal cost 
except by chance, it thereby excludes the equation of marginal- 


revenue productivity and the wage-rate. 

Things are more complicated if the cause of the inflation is a 
fall in productivity. If it is of the coal-industry type, the main 
difference will be that the fall in output will partly offset or 
outweigh any fall in the real demand for goods, so that with the 
new price- and wage-levels an Inflationary Gap is more likely to 
exist and an excess demand for labour is probable. If the fall 
in productivity and output is due to bomb destruction so that 
capacity becomes the bottleneck, employment will have to be 
reduced to some extent, whatever happens to the demand for 
goods. This will reduce the real wage-bill more than in the 
preceding case, other things being equal. Costs and hence 
prices and wages in undestroyed industry may, in the extreme 
case, be unaffected, so that with cost-determination all round 
there will be no price—wage spiral! Income and output having 
fallen equally and the marginal propensity to consume being less 
than unity, there will simply be a much larger Inflationary Gap 
than in the initial situation. This extreme case illustrates the 
point that for Type A the significance of a fall in productivity 
lies in its effect on costs of production and not in the fall of output 
as such, 
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We now turn to inflationary processes of Type B, where wages 
are cost-determined and prices are flexible. Since wages increase 
only if prices rise (apart from any initial autonomous increase), 
the analysis can be conducted largely in terms of the price-level, 
though we must remember that via the distribution of income the 
wage-rate will affect the magnitude of consumption expenditure 
and that a rise in the real wage-rate relative to marginal pro- 
ductivity will produce a fall in employment and output. 

The inflationary process may be started by any one of three 
causes. The first of these is a general fall in productivity, 
though this will not inevitably result in an inflation, since it may 
cause a fall in the marginal efficiency of investment. In this and 
preceding sections of the present paper we are, however, assuming 
Gross Investment and Government Expenditure to be fixed at a 
constant level in either real or money terms. ‘The second possible 
cause is a rise in expenditure. This may be a matter of an increase 
to a new level of Investment and Government Expenditure, a 
rise in the propensity to consume or a fall in tax-rates. Thirdly, 
an inflation of the type now considered may result from an 
initial autonomous rise in wage-rates which raises costs and may 
increase total consumption expenditure. 

A finite increase in the price-level (and thus in the wage- 
level) is possible if some finite increase is sufficient to cut down 
the flow of expenditure in real terms and/or claims to real income 
to equality with the flow of currently produced final goods and 
services. The main factors which can contribute to such a 
reduction may be listed as follows : 

(a) Part or all of Government Expenditure fixed in 
money terms. 

(b) A wage-adjustment coefficient of less than unity so 
that the distribution of income changes to the advantage of 
“ capitalists,” who may be assumed to have a lower marginal 
propensity to consume. (The redistribution between recipi- 
ents of fixed incomes and others may work either way.) 

(c) Progressive taxation. 

(d) Money illusion on the part of consumers. 

1 See, inter alia, the theoretical section of Keynes’s How to Pay ,‘o; the War; 
Koopmans, ‘‘ The Dynamics of Inflation ” (Review of Economic Statistics, 1942); 
Smithies, ‘‘ The Behaviour of National Money Income under Inflationary Con- 
ditions ” (Quarterly Journal of Economics, November 1942); Turvey, ‘‘ Period 
Analysis and Inflation” (Economica, 1949). In this paper I discussed the 
conditions under which a fall in employment will result even when Investment 
is constant in real terms. As is apparent from what follows, I now believe that 
I was wrong in assuming that the fall in employment necessarily involves 
deflation. 
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(e) The Pigou effect : a price rise reduces the real value 
of the private sector’s holding of State liabilities, and thereby 
tends to increase the propensity to save. (Asymmetrical 
effects on the part of private debtors and creditors may work 
either way.) 


A factor which will work in the wrong direction is money illusion 
on the part of firms. If real wages rise relatively to marginal 
productivity this also will have a destabilising effect by reducing 
output relatively to demand. The effect of high (as distinct from 
rising) prices on real Investment is uncertain. 

Since we have assumed that the price-level equates the 
demand and supply of currently produced goods, it follows that 
the speed of price increase at any point of time depends upon 
the pace at which money expenditure increases and output 
changes. These, in turn, depend upon the magnitude of the 
initial disturbance which started the inflation, the strength of 
factors (a) to (e), the time which has elapsed and a number of 
dynamic factors. As regards the latter, the rate of price increase 
will be greater : 


(f) The shorter is the lag between an increase of income 
and the resulting increase in expenditure. (Where con- 
sumption depends on expected income rather than on dis- 


posable income in Robertson’s sense, the more extrapolative 
are income expectations.) 

(g) The shorter is the lag in the adjustment of wages to 
an increased cost of living, for by increasing the share of 
income taken by “ capitalists ” this will temporarily reduce 
total consumption expenditure so long as “ capitalists ” 
have a smaller marginal propensity to consume and a longer 
income-spending lag than wage-earners. 

(hk) The shorter is the lag in the adjustment of Govern- 
ment and Investment expenditure to price increases. 

(t) The longer is the lag between income receipt and tax 
payment. 

(j) The quicker prices which are fixed by sellers respond 
to changes in demand. 

(k) The longer (shorter) is the lag between a fall (rise) in 
real wages relative to marginal productivity and the resulting 
increase (decrease) in employment, if an increase be possible. 

(1) The more extrapolative are the price expectations of 
bull speculators in goods. (Disinvestment in stocks of finished 
goods which slows down inflation is covered in point (j).) 
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(m) The more increasing prices and high profits stimulate 
investment in fixed capital. 


If the constellation of factors (f) to (m) produces a high rate of 
price increase, prices may shoot past the “‘ equilibrium ”’ level 
(if such exists) instead of stopping there. 

Assuming that the price and wage level both can and do rise 
to a new “ equilibrium ” level, it is obvious that the demand for 
currently produced goods will equal the supply. However, the 
same is not necessarily the case with labour. If the inflation was 
caused by a rise in expenditure, a wage-adjustment coefficient 
of less than unity will mean that real wages will be lower, and 
consequently there will be an excess demand for labour if labour 
shortage sets the maximum to output, but not if capacity is the 
limiting factor. If the inflation was caused by a fall in producti- 
vity and if full employment set the maximum to output both 
initially and in the new position, real wages may fall in a greater 
proportion than marginal productivity so that in the new situa- 
tion there will be an excess demand for labour at the new ruling 
wage-rate. On the other hand, real wages may fall in a smaller 
proportion, thus reducing the demand for labour so that if the 
demand was equal to the labour force in the initial position it 
will now be less. Hence we have a case where inflation proceeds 
pari passu with a fall in employment, even though it is labour 
shortage and not limited capacity which sets the maximum to 
output. Employment will, of course, fall immediately when the 
fall in productivity takes the form of destruction of plant and 
equipment, but it will then remain unchanged during the ensuing 
inflation, whatever happens to real wages. Finally, if the 
inflation is caused by an autonomous wage increase, real wages 
will be higher in the new position,’ so that if full employment (and 
not bottlenecks or capacity in general) is the limiting factor 
employment will be lower. If, alternatively, capacity or bottle- 
necks are the limiting factor, so that in the initial situation 
marginal productivity exceeded the real wage (we assume perfect 
competition) but would have been extremely low at any higher 
level of employment, employment may not fall. 

The analysis of inflationary processes of Type D,* where both 


1 See pp. 225-6 of my article (cited in the note on p. 540). 

2 Unless the factors (a) to (e) other than (b) have together no net effect in 
reducing real expenditure. 

3 See Bent Hansen, ‘‘ Knaphed pa Varer og Knaphed pa Arbejdskraft 
under Aben Inflation” (Nationalokonomisk Tidsskrift, 1949, no. 5). He also 
devotes a section to inflationary processes of Type B. His analysis is dynamic 
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wages and prices are flexible, is very similar to that of Type B, as 
can be shown briefly. Take first the full-employment case. 
If the demand and supply of labour and final goods are equated 
by the wage-level and the price-level respectively, and if there is 
perfect competition, employers will always bid up wages to the 
point where, at the price expected, the real wage will equal the 
marginal productivity of labour. Since the latter is constant 
during the process of inflation (apart from the initial disturbance, 
if any), this means that wages move parallel to (expected) prices. 
The result is the same as in Type B with a wage-adjustment 
coefficient of unity, except that there is a different lag in the 
reaction of wages to prices. 

In the case where bottlenecks or capacity set the maximum to 
production so that there is some unemployment, wages will not 
rise at all. Again, this is the same as Type B with a different 
lag and, in this case, a wage-adjustment coefficient of zero. 

The preceding analysis is, of course, very simplified. It is 
hoped, nevertheless, that it provides a useful survey of the 
problem, showing that there are a number of possible alternative 
types of inflation. As regards the development of more realistic 
models, there are four sets of complications which need to be 
examined. The first of these is the problem of the determination 
of investment. The second is the existence of other modes of 
wage-determination and of inflexible prices which are not simply 
cost-determined. The third is the inclusion of foreign trade in 
the analysis, and the fourth is the consideration of not one but 
several price-levels (and perhaps wage-levels).? In addition, there 
are other aspects of inflation which have not been touched upon 
here. One is the question of whether and how an inflation can turn 
intoa deflation. Another is the analysis of what measures will cure 
an inflation without reducing output and employment; it follows, 
from what has been said, that mere abolition of the Inflationary Gap 
by increased taxation or other means will not do this in many cases. 

Ratpo TuRVEY 

London School of Economics. 





because for flexible prices and wages he uses the assumption that their rate of 
increase is an increasing function of excess demand. 

We shall not consider inflationary processes of Type C here; that is left to 
the reader. 

1 See Polak, ‘‘ European Exchange Depreciation in the Early Twenties ” 
(Econometrica, April 1943) for an algebraic model. 

? In his ‘‘ The Mechanics of Inflation ” (Review of Economics and Statistics, 
May 1950) Duesenberry distinguishes agricultural and industrial prices, the 
former being flexible, while the latter and wage-rates are cost-determined. 





SOME IMPLICATIONS OF SECULAR CHANGES IN BANK 
ASSETS AND LIABILITIES IN GREAT BRITAIN 


Since the 1920s great changes have taken place in the nature 
of joint-stock banking operations, changes which have been 
reflected in the combined balance-sheet of the London clearing 
banks. These changes are an outcome of the general economic 
history of the period, particularly of the great expansion in the 
public debt as a result of war and the increasing role of the state 
in economic life, and of the cheap-money policy which has been 
pursued with varying degrees of determination and success from 
1932 to the present. They have important implications in a 
number of fields of economic interest, implications which are not 
always understood or even clearly recognised. 

The purpose of this article is to discuss some of these more 
general implications of the secular changes in bank assets and 
liabilities. Any such attempt is, of course, a venture into specu- 
lative territory, and the conclusions reached are likely to be the 
subject of no little controversy. Nevertheless, the conclusions 
presented below are not without foundation: in part they are 


generalisations of various problems and implications which have 
already appeared, and have occasioned public discussion; in 
part they are corroborated by the views of Professor R. &. Sayers, 
an acknowledged expert on British banking problems. To a 
large extent, however, they must remain a matter of personal 
opinion and judgment. 


I. BANKING CHANGES 


The statistical material relevant to a discussion of the main 
changes in bank assets and liabilities is presented in the accom- 
panying Table I. The figures and calculations reveal four major 
changes, one on the liabilities side of the balance-sheet and three 
on the assets side, between 1928 and the present time. These 
are: first, an expansion of total deposits, both absolutely and 
relatively to the national income; second, an increase in the 
liquidity of the banks, as shown by the ratio of liquid assets to 


1 “ Some General Aspects of Central Banking,” in Current Financial Problems 
and the City of London (Europa Publications Limited, 1949), pp. 94-101; ‘‘ Central 
Banking in the Light of Recent British and American Experience,” Quarterly 
Journal of Economics, Vol. LXIII, No. 2 (May 1949), pp. 198-211. This article 
was written before the appearance of the third edition of Professor Sayers’s 
Modern Banking. 
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total deposits; third, an increase in the proportion of public 
debt held by the banks against their deposit liabilities; and 
fourth, a decrease in the proportion of bank credit extended to the 
private sector of the economy. 

The first major change has been a large-scale expansion of 
total deposits, both absolutely and relatively to the national 
income. In absolute terms deposits increased by a third between 
1928 and 1938, slightly more than doubled between 1938 and 1945 
(the war period), increased by another quarter between 1945 and 
1948 (the cheaper-money period) and remained stable until the 
second half of 1950, when, as a result of the improved balance-of- 
payments situation, another increase began ; over the whole period, 
deposits grew to more than three and a half times their 1928 
level. Over the same period, the ratio of deposits to national 
income has increased by 45%. Within this general rise in 
deposits, there has also been a switch from deposit accounts to 
current accounts, the ratio of the latter to total deposits rising 
from the 55% level characteristic of the 1920s and 1930s to 
approximately 65% in the period since the war. 

The second major change has been a massive increase in the 
liquidity of the banking system. During the 1920s and 1930s 
the banks managed to hold fairly well to their traditional 30% 
ratio of liquid assets (cash, money at call and short notice, and 
bills discounted) to deposits. During the war, with the help of 
the Treasury Deposit Receipt and as a concomitant of the govern- 
ment’s determination to prevent interest rates from rising— 
which required large-scale sales of short-term securities to the 
banking-system—the ratio of liquid assets to deposits rose to a 
peak of nearly 60% in 1945. Since then, the ratio has fallen to 
just over 40%, but it still stands at a level more than half as 
great again as the banks traditionally prefer. As compared 
with the pre-war situation, the banks are therefore excessively 
liquid; in practice, too, their liquidity has been further increased 
by the fact that since 1939 the Bank of England has ceased to 
charge penalty rates for the rediscounting of bills, buying them 
instead from the discount market and the banks at market 
prices.” 


1 This figure over-states the decrease in banking liquidity since 1945, because 
bankers tend to regard Treasury Deposit Receipts as less liquid than Treasury 
bills; the switch in Treasury borrowing ‘policy from T.D.Rs to bills, reflected 
in columns 7-9 in the table, has therefore had the effect of increasing the liquidity 
of the balance-sheet as it appears to the banker. 

2 Cf. W. T. C. King, ‘‘ The London Discount Market,” pp. 11-29 in Current 
Fi ial Problems and the City of London (Europa, 1949), especially pp. 27-9. 








1951] SECULAR CHANGES IN BANK ASSETS AND LIABILITIES 547 


The third change which has taken place has been an increase 
in the amount of public debt held by the banks, both in absolute 
terms and percentage-wise. This increase cannot be clearly 
traced in the statistics, since holdings of government and other 
securities are not segregated in the published figures for all the 
banks; nevertheless, it is possible to make some fairly reliable 
estimates on the basis of the available statistics (summarised in 
Table II) and other knowledge about the composition of the 
balance-sheet items. 


TaBLeE II 


Distribution of Discounts and Investments of London Clearing 
Banks as of December 31, 1950 





% to total invest- 
% to total bills discounted of : ments of : 





British 
govern- 
ment 
and 





teed se- 
curities. 





Barclays Bank, 

ae ° 2: — — . | 92-0 
Coutts & Co. . , , ° 5 * 98-3 
District Bank, 


| 7 ° . _ ‘ 95-2 
Glyn, Mills & Co. / . ‘ 95-6 


loyds ank, 
Ltd. ‘ ° 87-5 
Martins Bank, 
rn, “s " “ . , 98-5 
Midland Bank, 
Ltd. ‘ ‘ 
National Bank, 
me, 8. H 
National Provin- 
cial Bank, Ltd. 14-0 a c 10-6 97-0 1:3 1-7 
Westminster 
Bank, Ltd. . 9-5 — 13-8 98-3 1:3 0-4 
William Deacon’s 
Bank, Ltd. . 1-1 97-6 . 2-5 97-9 1-1 1-0 
Available aggre- 
gate . : 


99-0 
2-1 89-5 





64-7 93-8 ° 100-0 94-7 46 0-7 





























Source : Published balance-sheets of the individual banks and Records and Statistics Supplement to The 
Economist, February 3, 1951, p. 84. The National Bank includes Treasury Bills in its “* Money at Call 
and Short Notice.’’ It also does not segregate Government Securities from Corporation Investments 
quoted on the Dublin Stock Exchange; in the present computation, all securities “* quoted on Dublin 
Stock Exchange” have been classed as ‘ Other Investments.” 


The public-debt holdings of the banks appear at three points 
in the balance-sheet—‘ Bills Discounted,” ‘‘ Treasury Deposit 
Receipts” and “Investments.” Treasury Deposit Receipts 
are entirely government debt. “ Bills Discounted” includes 
both commercial bills and Treasury bills. During the 1920s, the 
banks’ discount portfolios were divided roughly half and half 
between the two types; but with the constriction of foreign 
trade during the depression of the 1930s and the war, the supply 
of commercial bills almost entirely disappeared. Since the war 
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there has been a revival of the use of the bill of exchange, primarily 
for the financing of stocks, a revival which has been accelerated 
recently by the release of various commodities from controls; 
despite this, commercial bills still form a very small proportion 
of the banks’ discounts. As shown in Table II, 93-8% of the 
discounts of those banks which give information on this point 
(covering 64:7°% of the total discounts of the clearing banks) 
consisted of Treasury bills on December 31, 1950. ‘ Invest- 
ments ” includes British government and government-guaranteed 
securities ; other securities, which are almost exclusively securities 
of Dominion and Colonial Governments, British Public Boards 
and British Municipal Corporations; and Trade Investments. 
Table II shows that 94-7% of the clearing banks’ aggregate 
investments on December 31, 1950, consisted of government debt. 
On the assumption that the division of the discounts of the banks 
which do not provide information is the same as that of the banks 
which do, and that the proportion of British government securities 
in the total of investments was the same in 1928 as it is now, it 
would seem reasonable to estimate that the total public-debt 
holdings of the joint-stock banks have increased from about 22% 
of deposits in 1928 to about 51% at the present time. 

Estimates of direct bank holdings of public debt, however, 
under-emphasise the extent of the change in the importance of 
public debt in bank assets, since banks also lend to financial 
institutions which may use the funds to finance holdings of public 
debt. Thus the item “ Money at Call and Short Notice,” which 
comprises short-term loans to the discount market and the stock 
exchange, probably conceals a significant increase in (indirect) 
bank lending to the government. With the greatly increased 
proportion of Treasury bills in the total supply of bills, the war- 
created role of the discount houses in providing a market for 
short-term gilt-edged securities, and the increased importance 
of gilt-edged dealings on the stock exchange, it is probable that 
this item, too, consists almost entirely, albeit indirectly, of govern- 
ment debt. Bank cash reserves, also, represent indirect holdings 
of public debt, since they consist of liabilities of the Bank of 
England, which in turn are secured almost exclusively by holdings 
of public debt. Together, these items made up 17-4% of bank 
deposits in 1950. Altogether, direct and indirect bank holdings 
of government debt probably amount to about two-thirds of 
total bank deposits. 

The fourth major change has been a decrease in the proportion 
of bank credit extended to the private sector of the economy. 
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Part of this decrease is concealed in the changed composition of 
various items in the bank balance-sheet discussed above; part 
of it appears in the figures for the ratio of advances to total 
deposits, which fell from 54% in 1928 to a low of 16-4% in 1945, 
and has since recovered to 26-7% in 1950. In part, this change 
is an automatic outcome of the other changes discussed ; obviously, 
if the ratio of public debt to deposits rises, the proportion of 
private debt to deposits must fall. Also, if the private demand 
for bank accommodation were closely related to the national 
income, a rise in the proportion of deposits to national income 
would have to be backed by an increase in public-debt holdings : 
with a given level of income, private borrowing from banks would 
remain the same in absolute terms, but would decrease as a pro- 
portion of total deposits. 

There has, however, been an independent factor at work, a 
secular fall in the private demand for bank accommodation. 
This decrease in demand has two facets : on the one hand, there is 
the decline in the demand for bank credit in the form of dis- 
counting of bills of exchange already mentioned; on the other 
hand, there has been a “ secular contraction of the demand for 
bank loans ” ! attributable to various structural changes in the 
methods of trade financing, to the relative increase in the govern- 
ment sector of the economy, and to the effects of increased 
liquidity and lower long-term interest rates in reducing the pro- 
portion of business requirements for capital financed by bank 
loans or overdrafts. As a result of these developments bank 
advances have fallen, not merely as a proportion of bank deposits 
—as would be expected from the other changes discussed above— 
but in relation to the national income. As a percentage of national 
income, advances fell from 20-4% in 1938 to 9-2% in 1945, and 
have since risen to 14°8% in 1950—a figure lower by a third than 
the 1928 ratio. This fall, moreover, has occurred despite a great 
liberalisation of bank lending policy, in the direction both of 
consumer loans and extension from strictly short-term lending 
into the provision of medium-term capital for trade and industry. 

In all four changes, it must be observed, there has been some 
reversal from the extremes reached in the immediate post-war 
years. What the influence of rearmament will be is, of course, 
uncertain, but, judging by war-time experience, it is likely to 
intensify rather than further reverse the overall changes. In 
any event, it seems safe to assume that for a long time to come the 


1 Cf. R. S. Sayers, Modern Banking, Second Edition (Clarendon, 1947), pp. 
238-46. 








550 THE ECONOMIC JOURNAL [SEPT. 


volume of deposits will be higher relative to national income, the 
liquidity of the banks greater, the proportion of public debt in 
bank assets greater and of private debt less, than in the 1920s 
and even the 1930s. These changes have important implications, 
which reach into many branches of economic inquiry. The re- 
mainder of this article discusses the implications for commercial 
banking, monetary policy, the framework of economic policy and 
interest-rate theory. 


II. ComMERCIAL BANKING 


So far as commercial banking is concerned, the changes just 
described have three major implications. The first is that, in 
consequence of their increased liquidity and the decline in the 
private demand for bank accommodation, the banks are in the 
position of doing far less lending of the type they prefer than 
they would like to do. The proportion of advances to deposits 
is now slightly less than half of the 55% which, in the inter-war 
period, was regarded as the desirable ratio to be aimed at—and 
this despite the liberalisation of bank lending policy with respect 
to both consumer loans and the provision of other than short- 
term capital to industry. This means that, aside from the 
obviously bad credit risks, the banks will tend to satisfy all 
demands for accommodation; in short, the volume of bank 
advances may now be regarded as more or less demand-deter- 
mined. It also means that there will be a strong conflict between 
the self-interest of the banker, particularly at the local-branch- 
manager level, and any effort, either through higher short-term 
interest rates or through administrative directives, to tighten up 
bank lending to the private sector. 

The second implication is a change in the nature of banking 
risks, from credit risks to capital risks. The important risk to the 
banker has ceased to be the risk of defaults and bad debts, and has 
become instead the risk of a rise in the rate of interest on gilt- 
edged securities and the resulting book-losses on the capital 
value of his gilt-edged holdings. Among other things, this gives 
the banks a strong vested interest in the continuation of the cheap- 
money policy, and in the stabilisation of the gilt-edged market 
by official intervention. 

This concern of the banks with the capital values of their 
investments, however useful to official monetary policy, is never- 
theless based on fallacious reasoning, and adherence to it is against 


1 Witness the relief which greeted the intervention of the government broker * 
on November 10, 1949, to stop the slide in gilt-edged prices. 
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the banks’ own interests.‘ The fall in the value of gilt-edged 
investments which results from a rise in the rate of interest is 
purely a paper loss, a consequence of the “safe” accounting 
practice of valuing securities at cost or market value, whichever 
is lower. It does not become a real loss unless the banks have to 
realise the securities before they mature, thus being forced to 
take a lower price for them than that originally paid. Now, with - 
the present excessively high liquidity of the banks’ assets, it is 
inconceivable that the banks would ever encounter a demand for 
cash sufficient to force them to liquidate their holdings of longer- 
dated stocks; any such need for cash could largely be met by 
calling in funds from the money market and not replacing holdings 
of Treasury bills as they matured. A rise in gilt-edged rates 
would therefore lead to no real loss. Furthermore, since bank 
holdings are presumably distributed over securities of varying 
lives, with an emphasis on the shorter-dated stocks, the banks 
would soon have fresh funds, the proceeds of maturing issues, 
which could be reinvested in new issues bearing higher yields. 
The fictional loss on capital values would be offset by a real 
improvement in earnings. 

The third implication is a change in the function of the 
commercial bank in the economy, a change which may be des- 
cribed as a switch in emphasis from the assets side to the liabilities 
side of the balance-sheet. In the old days, the function of the 
commercial banker was primarily the rationing out of short-term 
credit among business borrowers-——a function which called for 
considerable skill in judging both the “goodness” of bills of 
exchange and, more important, the credit-worthiness of applicants 
for loans and overdrafts. With the changing nature of the 
composition of bank assets, this function has dwindled considerably 
in importance: on the one hand, there is no problem in assessing 
the credit-worthiness of the government; on the other hand, 
with the strong incentive to exhaust all reasonable opportunities 
for making advances discussed above, the rationing function has 
largely lost its significance. But with the vast expansion of 
deposits and the switch from deposit accounts to current accounts 
—both of which mean higher operating costs—and the lower 
average earnings on assets resulting from cheap money and the 
altered composition of bank assets towards lower-earning securi- 
ties, the banker has become increasingly concerned with the 
problem of managing deposits. One reflection of this has been 


1 Cf. P. A. Samuelson, “‘ The Effect of Interest Rate Increases on the Banking 
System,” American Economic Review, Vol. XX XV, No. 1 (March 1945), pp. 16-27. 
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the increasing attention paid by bankers to the costs of operation 
of current accounts, and to the allocation of costs between the 
various items of banking services rendered ; the result is apparent 
to some extent in asecular upward trend of bank-service charges, 
although anything like a comprehensive adaptation of bank 
charges to costs is prevented by the relations of monopolistic 
‘ competition between the banks. Another aspect of the pre- 
occupation with costs is the recurrent questioning as to whether 
the cheque, with its laborious endorsement procedure, is the 
most efficient practicable means of making payments from bank 
deposits. 

The function of the banker in the economy has therefore 
largely changed from that of managing short-term credit, to 
that of managing the deposit-money of the community. The 
alteration of emphasis as between these two functions raises two 
important issues of social policy. The first is the question 
of the proper earnings the banks should receive for performing 
the service of managing the money supply; this is a problem of 
establishing a standard of “ fair profits ” for the banking business, 
with the possibility of a case being made out for nationalisation. 
The second is the question of the proper allocation of the costs of 
administration of the deposit-money supply as between service 
charges levied on the users of deposits, and contributions from 
the government in the form of interest paid on bank holdings of 
public debt. This is a difficult question, because against the 
general undesirability of governmental subsidies in promoting 
excessive and wasteful use of deposit facilities must be weighed 
the fact that an efficient medium of payment is of the same sort 
of strategic importance to the efficient working of an advanced 
economic system as an efficient system of transport or communica- 
tions. On the whole, it would seem that the “ external econo- 
mies ” of widespread use of deposit-money are great, and that a 
good case could be made out for pricing bank services well below 
average cost, and even below marginal cost. 


III. Monetary Poricy 


Secular changes in bank assets and liabilities have greatly 
altered the nature of commercial banking operations; they also 
have important implications for the future of monetary policy. 

At the outset, it seems clear that owing to the great increase 
in the mass of the public debt—not merely in the hands of the 
banking system, but also in the hands of financial institutions 
and the public generally—monetary policy will continue to be 
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dominated by government debt policy. In practice, this means 
that monetary policy will tend to be directed towards keeping 
interest-rates stable and low. In recent years the emphasis has 
shifted from maintaining low rates to maintaining stable rates ; 
but the level around which rates are being stabilised (about 34% 
on long-term gilt-edged securities) can only be regarded as a low 
rate. 

In this context, the volume of deposits will be the outcome of 
two sets of forces, to which the banks will passively adapt them- 
selves. The first comprises changes in the private demand for 
bank accommodation—as argued above, the volume of bank 
advances can now be regarded as more or less demand-deter- 
mined. The second comprises changes in the size and com- 
position of the public debt, and in the willingness of non-bank 
holders to hold public debt, which together determine how much 
of the public debt the banks are required to hold. The banks 
will also adjust passively to changes of this kind, partly as a result 
of their strong vested interest in a stable market for government 
securities, but more because, in the absence of a significant 
unexhausted private demand for bank credit, the multiplicative 
effect of any changes in bank reserves will fall on their holdings of 
public debt; and their reserves will be adjusted by the Bank of 
England to meet the requirements of government debt policy. 

Of these various determinants of the volume of bank credit, 
changes in the size and composition of the public debt will probably 
be the most important in the longer run. Such changes may be 
either part of a conscious governmental policy designed to 
influence the money supply, credit conditions and interest rates 
(as with the ‘‘ monetisation ” of debt in the Dalton era) or inci- 
dental effects of changes in public revenue and expenditure 
arising from other causes (for example, the effect of disinflationary 
budgeting in permitting debt repayment, or of a gold inflow in 
forcing the Exchange Equalisation Account to sell off its holdings 
of Treasury bills). 

A second implication of banking trends is that traditional 
monetary policy, operating through Bank-rate changes and open- 
market operations to influence interest rates and the volume of 
money, has probably gone for good. This conclusion does not 
rest solely on the concern of the Treasury with maintaining stable 
and low interest rates on the public debt : three other considera- 
tions would seem to support it. 

The first of these is the increased role of the government in 


the economy, and the increased proportion of government debt 
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in the total of government and private debt. Since variations in 
interest rates are unlikely to influence government borrowing 
to the same extent as they would influence private borrowing, 
and since the use of such variations to control private borrowing 
would have significant repercussions on the cost of the public 
debt, interest-rate policy has become a much less attractive means 
of economic control than it used to be. 

The second consideration is the decline which has occurred in 
the economic significance of the rates of interest which the joint- 
stock banks directly control—the rate of discount on bills, and the 
rate of interest charged on advances. Owing to the secular 
decline in the demand for these types of accommodation, control 
over their cost has largely lost its strategic significance. A further 
consideration is that since the 1920s the trend of economic 
opinion has been ‘away from working-capital investment, and 
towards fixed-capital investment, as the important determinant 
of the level of economic activity : the short-term rate of interest 
has ceased to be regarded as a very important policy variable. 

The third consideration is that the last fifteen years or so 
have witnessed the growth of a general scepticism as to the 
importance of long-term interest rates in the determination of 
private fixed-capital investment. The generally accepted view 
is that the interest-elasticity of investment is rather low, the 
inference being that variations of long-term interest-rates are 
unlikely to be a very effective means of economic control. This 
inference, however, must be drawn with caution; it has not yet 
been adequately proved that interest-rates have lit'le influence 
on investment decisions, and in any case such a view only seems 
tenable if restricted to the range of variation of interest-rates 
normally thought of in this connection. 

All these considerations reduce the likely effectiveness of 
interest-rate policy, and make it fairly safe to assume that 
traditional methods of monetary control are unlikely to be applied 
in future. Probably, therefore, there will be a continuance of 
the trend towards the use of selective credit controls, as now applied 
in a general way through the Bank of England directives to the 
joint-stock banks. Selective credit control means control over 
the use to which borrowed funds may be put, as contrasted with 
control over the cost of borrowing—control over the velocity of 

1 For this country, the range of variation implicitly assumed in such argu- 
ments seems to be in the neighbourhood of 3-6%. Within this range, it would 
seem unlikely that investment would be much affected by variations; but it 


would be hard to maintain that a long-term rate of, say, 15-20% as compared 
with 4% vrould have little effect on investment decisions. 
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circulation rather than the quantity of money. In this respect 
British methods have a long way to go to catch up with those 
of the United States, where control over the terms of hire-purchase 
contracts and loans for house-building has become a semi-per- 
manent feature of Federal Reserve technique. As Professor 
Sayers has pointed out,’ such control can be reconciled with 
traditional central banking methods, if a long enough historical 
view is taken and if the essence of central banking is conceived 
as consisting in ‘‘ touching the economy at particularly sensitive 
spots.” 

In summary, the implications of changes in bank assets and 
liabilities for monetary policy are that the money supply in future 
will likely be a passive result rather than an active determinant 
of other developments; that monetary policy in its traditional 
form is unlikely in future to be an important element in economic 
policy; and that such monetary control as there is will probably 
be selective rather than general. 


IV. THe FRAMEWORK oF Economic PoLicy 


It seems certain, in view of both the theoretical and political 
developments of the past twenty years, that overall economic 
policy will rely on budgetary measures, buttressed with some de- 
gree of direct controls, rather than on monetary measures. It is 
a secondary matter that budgetary policy has its own limitations, 
in that it can be adjusted only at intervals and that it raises 
problems of economic incentives and efficiency; and that, in an 
open economy, further difficulties arise from the facts that 
foreign effective demand is not readily amenable to domestic 
control, and that the manipulation of monetary aggregates is not 
equivalent to the manipulation of technological relationships such 
as the import-content of domestic production. 

Nevertheless, budgetary policy must operate within a frame- 
work set by monetary developments; and the monetary develop- 
ments discussed above may have a significant influence on the 
effectiveness and difficulties of budgetary policy. For purposes 
of discussion, the implications of banking changes in this respect 
may be treated under two heads, implications for full-employment 
policy and implications for contra-cyclical policy. 

With respect to full-employment policy, the important fact is 
the growth of the money supply relatively to the national income. 
In conjunction with the growth of the public debt, this means a 
significant increase in the liquid-asset holdings of the community 

1 Quarterly Journal of Economics, Vol. LXIII, No. 2 (May 1949), p. 210. 
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at large. In so far as the problem of maintaining full employment 
is a problem of defeating a chronic tendency towards deficient 
effective demand, this would make it easier to maintain full 
employment, since the increase in liquid assets tends to raise the 
aggregate propensity to-spend of the public, whereas the increase 
in the public debt (which is the liabilities side of this increase in 
assets) is unlikely to affect the ‘“‘ propensity to spend ”’ of the 
government. However, chronic defective demand does not seem 
likely to be an economic problem in this country for a long time 
to come. Rather, the full-employment problem is likely to con- 
tinue to be a problem of overcoming inflationary pressure; and 
in this context, for the reason just mentioned, the effect of secular 
banking trends is to complicate rather than to ease the problems 
of economic policy. 

With respect to contra-cyclical policy, the important fact is 
that the money supply is likely to be more stable over the cycle 
than it has been in the past.1 On the one hand, the increased 
proportion of government debt held against deposits is a stabilis- 
ing factor, since government requirements for bank finance are 
likely to be stable over the cycle or to vary contra-cyclically ; 
variations in bank advances over the cycle will therefore have less 
effect in producing variations in the total volume of deposits. 
Further, the trend towards longer-term lending by banks to 
businesses means that advances themselves will probably be 
subject to less cyclical variations. 

The consequently greater cyclical stability of the money 
supply will tend to reduce the magnitude of cyclical fluctuations, 
so easing the problem of contra-cyclical policy. Since falling or 
rising prices over the cycle will not be matched by corresponding 
variations in the money supply, the aggregate real value or pur- 
chasing power of the money supply will vary inversely with the 
cycle. This will tend to increase effective demand in the slump, 
and reduce it in the boom, since the effect of changing real assets 
held by the public in influencing private spending is unlikely to be 
offset by the effect of changing real liabilities of the government 
(the changing real value of the public debt against which the 
deposits are largely created) in influencing governmental spending. 

Neither of the effects just discussed is one to which any great 
quantitative significance can reasonably be attached ; nevertheless, 
the qualitative implications are fairly clear. In general, it may 


1 The argument of this and the ensuing paragraph derives from C. R. Whittle- 
sey, “ The Stability of Demand Deposits,” American Economic Review, Vol. 
XXXIX, No. 6 (December 1949), pp. 1192-1203. 
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be said that the result of secular banking trends is to make the 
facts correspond more closely to certain recent theoretical models, 
in which the propensity to consume is assumed to depend to some 
extent on the volume of assets held by the community as well as 
on its income, and in which the effect of price-level movements 
on the real quantity of money is held to be an additional factor 
making for economic stability. 


V. InTEREsT THEORY 


The final area of economic inquiry for which secular changes in 
bank assets and liabilities have important implications is the theory 
of interest. The major conclusion to be drawn here is that in the 
future, rates of interest will be highly artificial phenomena. 
This is not merely an extension of a previous conclusion to the 
effect that, in future, interest rates will be managed for the benefit 
of the Treasury; rather the argument is that the presence of an 
overwhelming proportion of government debt in the assets 
which back the supply of deposit money makes it difficult to regard 
the money supply and interest rates as being predominantly 
determined by fundamentally “real” forces operating in the 


economy. 
In the past the money supply and interest rates could be 
regarded as being closely related to “‘ real forces ”’ for two reasons. 


The first, and most important, was the international gold standard 
and its environment of (by and large) free trade in goods and free 
movement of capital internationally. Under this system a 
country’s gold reserves, the basis of its domestic money supply, 
were determined by the international flows of goods and capital, 
so that interest rates and prices were kept in line with those of the 
outside world by automatic adjustment of the domestic money 
supply. The second was that, with the commercial banks 
lending predominantly to trade and industry to finance working 
capital, the volume of deposits was closely related to the volume 
of business transactions, and the rates of interest charged by the 
banks were closely related to the marginal productivity of 
capital. Now, however, with the abandonment of the gold stand- 
ard, the constriction of international economic relations, the fall 
in the proportion of advances and the rise in the proportion of 
government debt in bank assets, the volume of deposit money 
contains a large artificial element. 

This would not make any fundamental difference if the 
assumptions of classical interest theory held good. If saving and 
investment were sufficiently interest-elastic, liquidity-preference 
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less than perfectly interest-elastic and wages and prices sufficiently 
flexible, the effect of any “ artificial” element in the supply of 
money would merely be an upward movement of wages and prices 
sufficient to bring about the rates of interest which would equate 
saving and investment at the level of full employment of resources, 
Artificial elements in the money supply would merely affect 
prices : rates of interest would continue to be determined by real 
forces. 

As applied to the real world at the present time, however, the 
classical assumptions necessary to produce this result would seem 
to be highly unrealistic. Empirically—and the difference be- 
tween the Keynesian and classical interest-theories is ultimately 
a difference over empirical assumptions—the relevant elasticities 
and flexibilities are obviously insufficient, so that the money 
supply must be presumed to have an influence on interest rates, 
In that case, the artificial element in the money supply associated 
with large bank holdings of public debt also produces an artificial 
element in interest rates themselves. 

Equally important is the fact that, with the increased role of 
the government in the economy and with new conceptions of the 
role of the government in social life, the government becomes an 
important factor on both sides of the saving-investment equation, 
a factor which cannot be satisfactorily brought within the com- 
pass of the classical ‘‘ real” forces. On the one hand, investment 
ceases to correspond to the productivity of capital, in the sense 
that for much of government “investment ”’ it is impossible to 
draw any schedule of the marginal efficiency of capital or marginal 
productivity of investable funds at all; and for much of the rest, 
while such a schedule could be drawn, the actual investment 
decisions would be so affected by social considerations, political 
promises, departmental empire-building and so on that it would be 
difficult to claim a determining influence for productivity con- 
siderations. On the other side of the equation, it is difficult to 
regard savings which are filtered through the sieves of budget 
surpluses, redistributive taxation, indirect taxes and subsidies, as 
corresponding in any very meaningful sense to any fundamental 
forces of thriftiness. All of this means that rates of interest will 
be highly artificial, aside altogether from the effects of the imposi- 
tion of direct controls on consumption and investment, or the 
extra speculative element introduced into the securities markets 
by the possibility of gambling on the probable outcome of govern- 
mental policies. 

One special application of this conclusion is to the problem 
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of the relation between short and long rates of interest. Here the 
conclusion seems inescapable, that it is no longer possible to hold 
that there is any sort of “normal ”’ relation between short and 
long rates, except possibly within limits so wide as to be un- 
restrictive. 

In the past, it was possible to believe in such a relationship, 
because one could reasonably assume a fair degree of mobility of 
borrowers and lenders between the markets for bills and for long- 
term securities—mobility chiefly of lenders in the short run, but 
of borrowers also in the long run. Further, one could deduce 
the nature of this “normal” relation between short and long 
rates from two assumptions : first, that lenders aimed at maximis- 
ing their expected gains from lending, in terms of the interest 
yield, plus or minus a convenience yield from liquidity or illi- 
quidity—a convenience yield, as distinct from a speculative yield 
of the liquidity-preference type, second, that the typical investor 
psychology was known, and attached a convenience yield to 
liquidity.1_ On this basis, it was possible to deduce a relationship 
between short and long rates in which the long rate was normally 
above the short, and the short fluctuated more widely than the long. 

Under present circumstances, however, it is impossible to 
maintain the existence of such a “ normal ”’ relationship between 
short and long rates, still less to deduce its nature by a theoretical 
analysis. The main reason is that there is no longer the mobility 
and interconnection between the short- and long-term markets 
required for the elaboration of a theory of the relation between 
short and long rates. In particular, short-term borrowing on 
bills has become almost entirely a technical operation between 
the government and the banks (and some unfortunate holders of 
sterling balances), and the bill market is most appropriately 
described as a bilateral monopoly dominated by the government as 
seller. 

The insulation of the short-term market from the long-term 
is not by any means complete, since the banks are potentially 
free to switch from holding short-term government debt to holding 
long-term government debt or making advances, and have an 
earnings-incentive to do so. Such switching of bank holdings 
between short-term governments, long-term governments and 
loans to industry has been occurring on a large scale in recent 
years in the United States, where it has created serious problems 


1 In a market composed of widows and orphans on the lending side, it is 
theoretically conceivable that the convenience yield would attach to illiquidity 
and the short ri.2 be normally above the long. 
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for the monetary authorities. But in Great Britain such switch- 
ing seems to have been negligible in practice ; and it is an interest- 
ing question why the banks have become willing to accept this 
wide gap between short and long rates. 

The answer cannot lie in their liquidity rules, since, as the 
analysis of bank assets and liabilities has shown, the banks are far 
more liquid than they would like to be. The discussion of secular 
changes does, however, provide part of the answer. On the one 
hand, the ability of banks to switch from liquid assets into advances 
is limited by the comparative absence of an unexhausted demand 
for such accommodation; a further factor in this connection is 
that, with official monetary policy what it is, the authorities would 
probably create extra reserves or possibly tighten direct controls, 
rather than allow an increase in demand for advances to exert 
pressure on the short rate. On the other hand, despite their 
excessive liquidity, the banks’ already large commitments in 
gilt-edged and their fear of capital losses from increases in the 
long-term rate probably make them unwilling to expand their 
holdings of long-term securities any farther than necessary. These 
two factors make the banks unable or unwilling to attempt to 
switch out of short-term securities in search of higher earnings. 

Two other factors also assist in providing an answer. The 
first is that the government’s dominaticn over the banks, both as 
the pre-eminent short-term borrower and as the owner of the Bank 
of England, means that the banks in practice are not free to defy 
the government by refusing to discount Treasury bills at low 
rates; the ever-present possibility of a revival of the use of 
Treasury Deposit Receipts, under which the banks have no choice 
as to either terms or quantity of credit extended to the govern- 
ment, is probably also an incentive to good behaviour. The 
second is that the oligopolistic position of the banks in relation to 
their depositors (on current account at least) has permitted them 
to pass part of the burden of low short-term interest rates on to 
their depositors in the form of lower interest allowances and 
higher service charges. (As in other oligopolistic situations, such 
increased exploitation of the market seems to be conditional on a 
reasonable excuse in the form of a general rise in costs.) 

All the considerations so far discussed relate to the short- 
term market. The insulation of the short and long markets has 
also been furthered by changes in the nature of the long-term 
market. In particular, as a result of high income taxation and 
the absence of a capital-gains tax, the long-term market has 
become much less concerned with yields and much more con- 
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cerned with changes in capital values. Consequently, even if the 
bill market were, as in the past, a free market between commercial 
borrowers and bank and other institutional lenders, the con- 
siderations governing investment in long-term securities would be 
quite different from those governing investment in bills, and the 
relation between the two interest rates would be both more 
tenuous and less interesting. 

The general conclusion which emerges is that, whatever may 
have been true in the past, there are now no reasonable grounds 
for believing that any particular relation between short and long 
rates of interest is “ normal” or “ natural,” and that any other 
relation is unnatural. Under present and most likely future 
circumstances, the short-term rate is an institutional rate, and 
the long-term rate is governed by forces which have little influence 
on the short-term rate. 

One aspect of this situation is that it is now the long-term rate 
which fluctuates, and the short-term rate which is stable. This 
is in sharp contrast to the pre-war situation, and is thought by 
some observers to be undesirable, on the argument that the 
short-term rate should act as a shock-absorber, cushioning the 
long-term rate from changes in the economic climate. In view 
both of the present institutional nature of the short-term rate, 
and of the fact that the international short-term capital move- 
ments which the short-term rate used to regulate are no longer 
regarded as a desirable element in the mechanism of international 
adjustment, this view does not seem to be well-founded. 


The purpose of this article has been to examine various 
implications of secular changes in bank assets and liabilities in 
this country. The major conclusions may be summarised as 
follows. First, the nature of commercial banking operations and 
the function of banking in the economy has changed considerably. 
Second, the supply of bank deposits has become a dependent 
variable, and monetary policy, if and when applied, will tend to be 
qualitative rather than quantitative. Third, the function of 
money as a store of value (an asset) is of greater importance for 
economic policy than formerly. Fourth, the theory of interest 
must take account of the fact that interest rates are now highly 
artificial phenomena; in particular, the pursuit of a theory of 
the relation between short and long rates is not a rewarding task. 
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THE GREAT INDUSTRIAL BELT 


THE idea of the great industrial belt began in a small way in 
1931 when Prof. Fawcett pointed out that the greater part of 
the population increase in the decade 1921-31 occurred in the 
Midland and South-east areas. In 1938 in a paper read to the 
Royal Geographical Society Prof. Taylor developed the idea by 
showing that there was a great axial belt of population stretching 
from South-east to North-west England. Maps and diagrams 
supporting this view were submitted to the Royal Commission 
on the Distribution of the Industrial Population, but the Com- 
mission paid little attention to the matter, merely remarking 
(para. 319) that if the industrial growth of London were checked 
there might be a tendency for industry to settle elsewhere within 
the belt. The P.E.P. report on “ Location of Industry ” also 
mentioned the existence of the belt (p. 210) and stated that it 
extended from Haslemere and Gravesend in the south to Colwyn 
Bay and Knaresborough in the north. 

The existence of this growing population and industrial 
‘“‘ magnet ” was severely criticised in a paper read before the 
Royal Geographical Society in 1944, when the view was put 
forward that there was no great belt at all. The main argument 
against its existence was that there were two gaps in its continuity 
—one between London and the Midlands and the other between 
the Midlands and Lancashire. There were in effect two great 
population concentrations—the Metropolitan and the Industrial 
—separated by a sparsely populated area stretching from the 
Severn to the Wash. There was no evidence of a continuous 
belt, and all that could be said was that population was expanding 
in some settlements within the overall area. The idea of the 
belt also obscured the importance of the expanding Bristol area. 
The fear was expressed that “ planners ” might get the idea that 
this so-called belt was a reality, and they might therefore plan to 
fill in the gaps—a development which could not be looked upon 
as desirable. 

The discussion on this paper was vigorous, some arguing for 
and some against. On the whole those supporting the idea of 
the great belt appeared to win the day, but there has been very 
little discussion on the matter since then. 

Since 1931 the two gaps in the area have expanded industrially, 
and the area is much more of a continuous belt than it was in 
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1921-31. The purpose of this paper is to reopen the whole matter 
and to examine the belt’s social and economic significance. The 
existence of such a vast concentration of population (274 million) 
leads to the asking of many questions. What is the economic 
basis of this concentration? What is its importance to the U.K. 
economy? What should be our policy towards it—should we 
limit its size as a whole or in part? Does this area represent our 
industrial core, and are the outlying areas—mainly the former 
depressed areas—of minor importance only ? 

These and other questions have an important bearing on 
location policy, and one would have thought that the two reports 
would have examined the matter in more detail. This neglect 
may perhaps be put down to three reasons. First, very little 
work had been done on location studies at the time the reports 
were written. Second, the existence of the belt was not so 
marked as it is to-day. Third, the existence of this huge indus- 
trial area was obscured by the way in which the insured- 
population figures were presented. To-day it is even more 
obscured. Insured-population figures are based on adminis- 
trative areas, and consequently an industrial area may be lost 
in a large administrative region or may be spread over many 
regions. This quickly falsifies any conclusions drawn from the 
“Tables relating to Employment and Unemployment ” published 
by the Ministry of Labour and National Service. In particular, 
the use of these tables destroys the economic significance of the 
great industrial belt which is scattered through nine administra- 
tive regions—some of which are as large as the belt itself. Cal- 
culations based on these tables give a false impression of diversity 
and neglect the very great amount of linkage and specialisation 
which is a fundamental part of the great belt. It would be a 
step forward if the insured-population figures were presented in a 
way which showed the main industrial and agricultural sub- 
regions. 

The P.E.P. report on Location did, however, mention one very 
important matter, viz., that the thickly populated areas will 
have to pay the bulk of the nation’s overheads and will have to 
find such “subsidies as are needed to support any excess of 
population above the economic level which it may be decided to 
support elsewhere.”’ Since 1945 the Development Areas have 
received more than a proportionate share of new industrial 
building—a large amount of which receives inducements of one 
sort or another. Similarly, some of the nationalised industries 
have held back on reorganisation schemes because they will have 
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harmful effects on Development Areas. Thus the Development 
Areas are to some extent being subsidised by the rest of the 
population—most of whom live within the great belt. 


Population 

It was mentioned above that the P.E.P. report gave Graves- 
end, Haslemere, Colwyn Bay and Knaresborough as being the 
boundaries of the great belt A somewhat wider area has been 
taken in this survey. The fixing of the boundary must, to some 
extent, be arbitrary and the aim has been to put a ring round the 
main industrial area. In doing this some important agricultural 
and residential areas have been left inside, and some industrial 
and residential areas have been left outside. 

The main gist of this paper is that the area should be treated 
as one large economic unit—almost as one gigantic town, and that 
it does indeed constitute the main industrial core of Great Britain. 
For the sake of convenience, however, the area has been divided 
into three sections—Northern, Midland and Southern. The 
boundaries for the three sections (as indeed for the whole area) 
are those of local authorities, and each section must not therefore 
be regarded as forming a distinct economic unit. The economic 
functions of the three areas overlap considerably. 

The following describes the three sections : 


Northern. This includes all Cheshire and most of Lanca- 
shire and the West Riding. The mainly agricultural areas 
to the north of Lancashire and the West Riding have been 
excluded, as well as the Barrow in Furness area. Towns like 
Harrogate, Blackpool and Southport have been included, as 
they are to some extent dormitory areas. Hull, the port for 
much of the West Riding, has been excluded. 

Midland. This section includes the counties of Derby- 
shire, Nottinghamshire, Leicestershire, Northamptonshire, 
Warwickshire, Staffordshire, and the adjacent parts of 
Worcester, Gloucester and Wiltshire. Bristol and the sur- 
rounding industrial area has been omitted. 

Southern. This covers Bedfordshire, Berkshire, Oxford- 
shire, Buckinghamshire, Hertfordshire, Middlesex, London, 
and the adjacent parts of Essex, Kent and Surrey. The 
southern part of Surrey and the eastern part of Kent have 
been excluded, although these are.\s include some towns -hat 
are partly dormitory. In Essex the northern and eastern 
parts have been excluded, although Southend has been 
included. 
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Table I gives the population for this area from 1931 to 1949. 
These figures are not, of course, strictly comparable. The 1939 
figures were upset by evacuation, and like those for 1947 are for 
civilians only. Those for 1931 and 1949 are for total population. 



























































: TaBLeE I 
] Population 
1 
. Area. Acreage. 1931. 1939. 1947. 1949. 
) Lancashire * . . | 910,765 | 4,847,635 | 4,394,016 | 4,780,604 | 4,897,793 
1 West Riding * . | 1,149,921 | 3,363,626 | 3,322,433 | 3,431,721 | 3,496,108 
, Cheshire d . | 649,334 | 1,087,558 | 1,185,312 | 1,201,860 | 1,245,720 
Sub-Total . . | 2,710,020 | 9,298,819 | 8,901,761 | 9,414,185 | 9,639,621 
j Derbyshire . . | 648,572} 750,211 | 779,582 | 802,510| 821,510 
Nottinghamshire .| 540,015| 712,731] 751,717| 804,190| 833,350 
t Leicestershire . | 532,385] 641,635 | 580,042| 610,300| 628,200 
Warwickshire . | 628,994 | 1,533,213 | 1,644,484 | 1,801,460 | 1,846,860 
. Staffordshire . . | 738,513 | 1,433,919 | 1,482,476 | 1,565,540 | 1,607,160 
d Northamptonshire . | 585,148 | 309,474 | 359,755/| 348,300| 355,010 
. Worcestershire* .| 305,253] 374,741 | 422,553| 453,360| 467,440 
Gloucestershire* .| 386,639 | 213,636| 241,583/| 254,942| 267,617 
) Wiltshire* . : 100,720 89,247 97,725 99,750 | 103,630 
e Sub-Total . . | 4,461,239 | 5,958,807 | 6,359,917 | 6,740,352 | 6,930,777 
° Bedfordshire . . | 302,942} 220,525 | 296,634 | 295,743| 307,350 
Berkshire . . | 463,830] 311,453] 390,103} 389,160] 405,830 
Oxfordshire . . | 479,173 | 209,784] 258,632 | 263,300| 281,180 
Buckinghamshire .| 479,411 | 271,423| 370,669/| 364,257] 383,030 
ft Hertfordshire . | 404,523} 401,200} 576,014] 579,200| 596,010 
London / : 74,850 | 4,397,003 | 3,022,306 | 3,307,000 | 3,389,850 
8 Middlesex . . | 148,691 | 1,638,728 | 1,888,936 | 2,243,000 | 2,285,650 
Essex * . ‘ ; 174,044 | 1,229,923 | 1,106,060 | 1,237,360 | 1,292,561 
Surrey * ; . | 210,243 | 1,040,934 | 1,233,234 | 1,374,420 | 1,413,950 
e Kent * . : y 83,919 | 488,906 | 600,952| 705,100| 737,750 
Sub-Total . . | 2,821,626 |10,209,879 | 9,743,540 |10,758,540 |11,093,161 
a Grand Total _. | 9,792,885 |25,467,511 |25,005,218 |26,913,077 |27,663,559 
" Great Britain 
1 Total . . 156,409,000 |44,795,000 |46,560,000 |46,800,000 |48,770,000 
. 
f Density (per sq. 
D mile) . ; 15,300 1,664 1,634 1,760 1,808 
r- (Sq. miles) 
Percentage of 
1- Britain . : 17-4 56-8 537 57-5 56-7 
a, * Part only. 
1e 
7e The size of the Armed Forces increased greatly between 1931 and 
at 1949, and as a large number of those in the Armed Forces would , 
mn be recruited from the belt and stationed in areas outside, the 
n 1949 figure probably understates the population of the great delt. 


In 1949 the total population of the belt was about 27,700,000, 
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and represented 56-7°% of the population of Great Britain. This 
56-79% was concentrated in 15,300 sq. miles, 1.e., 17-4% of Great 
Britain’s area and had an average density of over 1,800 to the 
sq. mile. In 1931 the population of the belt was about 25,500,000, 


and gave a density of 1,660 to the sq. mile. There has been little 
change in the importance of the belt--about 55% of tke popula- 
tion increase of Great Britain for these years occurred in this area. 
This is all the more significant as policy (Special Area, war-time and 
Development Area) has over most of this period aimed at steering 
industry away from this area. 


TaBLE II 
Population in Each Area Expressed as a Percentage of the Total 





Area. 1931. 1939. 1947. 1949. 
Lancashire * . . ° ° 19-0 17°6 17-7 17-7 
West Riding * . ‘ . 13-2 13-3 12-8 
Cheshire * . . ° 4:3 4:7 4:5 








Sub-Total 


Derbyshire . 
Nottinghamshire 
Leicestershire 
Warwickshire 
Staffordshire . ; 
Northamptonshire . 
Worcestershire * 
Gloucestershire * 
Wiltshire * 


Sub-Total 


Bedfordshire . 
Berkshire i 
Oxfordshire . 
Buckinghamshire 
Hertfordshire 
London 
Middlesex 

Essex * . 

Surrey * 

Kent * . 


w 


to 
ected mode ho ew Nee acca ok ac deo: eB 
oe) 


BR) Om aprwee! & 
fo) 
w 


oo 


SF) Sires eee eeg | & 
S| RSADWDAWSS| & 





5. 
3- 
3- 
2- 
6- 
5: 
l- 
l- 
0- 
0- 


FOWSDO-100O90/!]/ © 





bo 
by 
~ 
LS) 





_ 
_ 


+ | vee seer wee | FS 3 
Oo] S| ARORA NHBWASaND| &] ROQKROCAHWSH 


SCH OCORHAKOWOS!] ©] WBOANROK OS! a 
bo 
- 


“Ik Qrwnwnwrtocnr- 





- 1 SSeorerrr 
Oo} GK OQwwnrornr~ 
_ 


Sub-Total 
Grand Total . ; 100-0 


> 
bg 
bo 
oC) 
~ 
~ 





1. P| SVS Sale ete 


_ 
= 
© 
o}|o 

















* Part only. 


Table II shows the population for each area expressed as @ 
percentage of the total for each of the four years. This at once 
brings out the way in which the gaps are filling, and it also 
shows that population is becoming more evenly spread among the 
three sections. The Midland section has expanded from 23-3% 
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of the total to 25-0%, while the other two sections have declined. 
In the Northern section the importance of Lancashire and the 
West Riding declined, while that of Cheshire (one of the gaps) 
increased. In the Midland section every area showed an increased 
importance. In the Southern section there was a large decline 
in the importance of London, but increases in the importance of 
every other area (except Essex). This section is therefore 
fanning out, especially to the north-west, and the gap between 
London and the Midlands is tending to fill in. It must be ad- 
mitted that there is still plenty of open space within the two gaps, 
but the tendency is plain, and recent industrial and new town 
developments in the two gaps are likely to enhance this process. 


Taste III 
Population as a Percentage of 1931 





A 1939 1947 
— (civilians only). | (civilians only). 





Northern. 
Lancashire * . : 90-6 98-8 
West Riding * ‘ 98-7 102-0 
Cheshire ; 3 109-0 110-5 


Sub-Total . ° 95°8 101-2 








Midland. 
Derbyshire. : 104-9 107-0 
Nottinghamshire . 105-4 112-9 
Leicestershire “ 107-0 112-6 
Warwickshire : 107°3 117°5 
Staffordshire . R 102-8 108-6 
Northamptonshire . 116-4 112-7 
Worcestershire* . 112-7 120-7 
Gloucestershire* . 112-9 119-2 
Wiltshire* . i 109-8 111-0 


Sub-Total . . 106-7 113-1 








London, 
Bedfordshire . . 132-9 133-8 
Berkshire ; ‘ 125°4 125-1 
Oxfordshire . ‘ 123-2 125-2 
Buckinghamshire . 136-7 134-4 
Hertfordshire ‘ 143-6 144-4 
: 64-1 75°2 
115-2 136°8 
90-0 100-0 
118-5 132-0 
122-9 144-2 





Sub-Total . , 95-4 105-3 
Grand Total ; 98-2 105-7 
Great Britain z 103-9 104-5 




















* Part only. 
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Table III expresses the population for each area as a per- 
centage of 1931. Over the whole of this period the population 
of Great Britain rose by 8-9%, while that of the belt rose by 
8-6%. In the Northern section the increase was 3-7% only, 
although Cheshire rose by 14-5%. The Midland section increased 
by 16-3%—the increase being most marked to the south-west. 
The figures for the Southern section clearly show how it is fanning 
out and the extent to which the gap is being filled. 

Thus there should be much less hesitation to-day in regarding 
the whole area as one. The three giant concentrations of popu- 
lation have been gradually spreading towards each other, and 
there is no indication that the process has stopped. 

Before going on to say something about the economic and 
industrial structure of the great belt it is necessary to make some 
mention of the population trends in the remaining parts of Great 
Britain, and these are shown in Table IV. It will be seen that 


TABLE IV 
Population—Great Britain—1931-49 





Percentage. 
Area. 





1931. 1949. 





Scotland. 
Industrial Belt . 3,661,824 3,938,500 ° ° 107°6 
Remainder . ‘ 1,181,156 | 1,236,500 , 104-2 


Total ‘ . 4,842,980 | 5,175,000 ‘ . 106-8 








Wales. 
Industrial Belt . 1,716,436 | 1,670,831 5 , 97°4 
Remainder . ‘ 876,896 916,219 . : 104-4 





Total : ‘ 2,593,332 | 2,587,050 4 . 99°5 





England. 
Great Belt . . | 25,467,511 | 27,663,559 56- 108-6 
North East ; 2,378,990 | 2,417,308 ° , 101-6 
Remainder . ? 9,512,544 | 10,927,083 . 22- 114-9 


Total , . | 37,359,045 | 41,007,950 ‘ 84-1 109-6 
Great Britain . | 44,795,357 | 48,770,000 100-0 108-9 


























all the areas in this table have declined in importance (especially 
Wales) except for the large area marked “‘ remainder of England.” 
If the population figures for this area are further studied it will 
be found that the increase has been particularly marked in those 
areas adjacent to the great belt, especially those adjacent to the 
Midland and Southern sections. 
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Industry 
What is it that is peculiar about this great industrial concen- 
tration and wiy is it (if the adjacent areas are included) expa:ding 
at a faster rate than that of the rest of Great Britain? These 
questions can be answered fully only by studying the way in which 
this area has grown. While such a study is beyond the scope of 
this paper, it is worth while mentioning a few of the salient pvints. 

The general pattern of the great belt was laid down in the 
eighteenth century. Many of the exports that were necessary 
for England’s expansion were provided by London, but the 
possibilities of trade were so great that new techniques demanding 
power were essential. Thus new industrial centres developed 
near to coal supplies. The Birmingham area became a metal and 
engineering centre, while Lancashire and the West Riding con- 
centrated on the textile industries. These three centres worked 
as one unit, and communication lines grew apace from North-west 
to South-east. The area bounded roughly by Liverpool, Leeds, 
Leicester and Birmingham came, during the nineteenth century, 
to contain the bulk of our consumer-goods industries (cotton, wool, 
footwear, lace, silk, pottery, glass, hosiery, clothing) and a large 
part of our capital-goods industries (engineering, iron and steel, 
railway equipment). London was the administrative and com- 
mercial centre, and in addition developed its own industries— 
largely of a luxury or semi-luxury type. 

Towards the end of the nineteenth century the second indus- 
trial revolution took place—based on cheap steel, electricity, new 
transport developments and a vast increase in scientific knowledge. 
This occurred at a time when the British economy was beginning 
to meet the challenge of competitors, and when the British indus- 
trial machine felt the need of concentrating on the home market. 
Thus the new industries settled in or near the three great concen- 
trations, not only to take advantage of their skills and products 
but also because they were at the heart of the great home market. 
The area between London and the Midlands began to fill in, and 
there was a great increase in the importance of the Southern and 
Midland sections. 

Many of the industries in the great belt are closely linked, yet 
because of its large size and great variety of industry many areas 
specialise on one industry or process. An indication as to how 
the area works has recently been given by Prof. 8. Florence. 
who analysed 130 industries, and found that small- and large- 
plant industries are dispersed, but that medium-plant industries 


(wool, cotton, lace, etc.) are highly localised. The Birmingham 
No. 243.—voL. LXxI. PP 
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conurbation, consisting largely of medium-sized firms, was examined 
in detail, and it was found that in the working of metal each plant 
tends to concentrate on one process (metal refining, forming the 
metal into shapes, the making of components), and this enables 
the assembly firm (motors, cycles, electrical apparatus, guns) to 
cut down on its overheads. Prof. Florence believes that this 
type of organisation is more efficient than a smaller number of 
large plants. The same type of organisation is prevalent in the 
cotton industry and to a smaller extent in some of the London 
industries. Prof. Florence also believes that this type of organ- 
isation can work with efficiency if the plants are separated by as 
much as 50 miles—the distance up to which a return journey by 
motor transport can be made in one day. 


Social Capital 

With the increasing importance of collective activity much of 
the capital in any area has come to be owned by the nation or 
the municipality. It is not an easy matter to define social 
capital—should it, for instance, include industrial capital (like 
coal-mines), or should it be confined to non-industrial capital 
(schools, houses, etc.)? Without going into this question any 
further it can be said that if any area has a prosperous basic industry 
with good earnings it is possible to erect a rich superstructure of 
local industries and services. Some of these are provided 
privately, but others are provided socially, either by the munici- 
pality out of local revenue and rates or by the nation out of general 
revenue. 

Thus if basic industries are prosperous the amount of capital 
provided by the municipality is likely to be large and of good 
quality. This is important, as it may be the means of attracting 
new basic industries to the area. An area with a good reputation 
for technical education, with a good water and electricity supply, 
and with good housing schemes will be more attractive to the 
average industrialist and worker. 

The great industrial belt attracted to itself the bulk of the 
expanding twentieth-century industries, and their prosperity 
enabled it to build up a large investment in social capital which 
became a further factor in its growth. It is true, of course, that 
the investment of social capital is not good everywhere within 
the belt, but generally speaking the standard of social capital is 
high. In order to support these points more fully it would be 
necessary to have much more information about the industrial 
structure of the area, and about the relative importance of private 
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and social capital. As was mentioned above, it is impossible to 
obtain insured-population figures for the area as a whole, and up 
to the present very little research has been done on the question of 
social capital. 

The main industrial areas outside this great belt came during 
the twentieth century to have a declining status. They did not 
offer the twentieth-century industrialist the richness and variety 
of private and social capital that was provided by the great belt, 
and they were too removed from the main body of home consumers. 
Thus they remained, on the whole, dependent on a narrow range of 
production—a range, moreover, which was largely dependent on 
the export trades and which in the inter-war years bore the full 
brunt of Britain’s declining position in the world’s markets. 
With declining basic industries there was no possibility of erecting 
a rich superstructure of local industries and services. Unemploy- 
ment was high and social unrest was frequent. 


Location Policy 


The above argument has shown that the great belt has a very 
large investment of private and social capital and that it tends to 
work as one unit It is perhaps the greatest and most efficient 
investment of capital in the world, and it certainly is the backbone 
of our industrial strength. Consequently, the question of policy 


towards it becomes of paramount importance. Briefly there are 
two possibilities : 


1. Industries should be encouraged to develop in their 
most economic locations, and for the most part these are 
likely to be in or near the great belt. 

2. Industries should be steered into areas which are 
likely to decline. 


Since the publication of the Report on the Distribution of the In- 
dustrial Population in 1940 public policy has been directed towards 
(2). The reasons for this have been economic, social and strategic. 
The economic reason was that a good deal of industry was “ foot- 
loose ” and could function economically in a variety of locations. 
The steering of “‘ foot-loose ” industry into depressed areas would 
prevent the loss of much social capital that was invested there. 
The social reason was humanitarian—a diversified industrial 
structure would maintain employment and would prevent the 
migration of the younger people. Dispersal of industry would 
also make the economy less vulnerable to air attack. 

In 1945 this policy was put into practice by the passing of 
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the Distribution of Industry Act, which gave the Government 
power to advise industrialists as to location, and to give special 
inducements to any firm willing to go to a Development Area. 
However, it was recognised that this would not be enough to revive 
the prosperity of the former depressed areas. These areas de- 
pended on a narrow range of heavy industries, and their revival 
would require the application of a general full-employment policy. 

Thus employment in declining areas was to be maintained by 
reviving the basic industries and by introducing new industries. 
These policies are, however, proving to be contradictory, as the 
reorganisation of the basic industries is likely to lead to less 
employment in the existing Development Areas. This means 
that there will be a demand for a much greater volume of new 
industry than was originally anticipated, and this in turn means 
preventing more industry from being located in or near the great 
belt, i.e., in the most efficient locations. The following brief 
notes on some location trends will serve to emphasise this point. 


The Nationalised Sector 

Part of the policy to maintain general employment has been 
the nationalisation of the basic industries and services, and for 
the first time it has been possible to look at each industry as a 
whole. There has been continual pressure for each industry to 
produce more at a lower price, and at the same time to pay its 
way, and this has meant reorganisation. This is far from com- 
plete, but the following summary indicates how it is likely to go: 


Coal 

This industry has recently published its fifteen years’ develop- 
ment plan. The aim of this plan is to raise output to 240 million 
tons yearly, but to attain this with 80,000 fewer miners and by 
getting 70% of the output from 250 collieries—to-day there are 
950. There will thus be a large closing down of high-cost col- 
lieries, and it is obvious from the notes on each coalfield that this 
will seriously affect the main Development Areas of the North- 
east, South Wales and Scotland. It is emphasised that output 
in the Notts and Derbyshire coalfield could be much higher than 
the Coal Board plan if there was more industry in that area. 


Iron and Steel 

The organisation of this industry has frequently been criticised, 
one of the main points being that there are too many plants on 
coastal sites and that insufficient attention has been paid to the 
production of cheap Bessemer steel from the abundant ore 
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supplies of East England. This point to-day receives added 
emphasis in view of our overall foreign-exchange and raw- 
material difficulties. Once the industry is taken over it will, as 
in the case of coal, be possible to view it as a whole, and there 
will be the same pressure to close down plant in high-cost areas 
and expand in low-cost areas. Everything suggests that the 
move to East England, already under way before 1939, is likely 
to be speeded up. This process may be slow, as much capital 
has recently been invested in coastal sites, and it may be un- 
economic to make any major move until this capital is ready 
for replacement. 


Transport 

All transport (except shipping and parts of road transport) 
is now under public control, and consideration is being given to 
the rationalisation and co-ordination of the entire system. How 
this will eventually be organised is impossible to say, but there 
are almost certain to be fewer types of locomotives, road Vehicles 
and perhaps aircraft. This will have two effects on the Develop- 
ment Areas—on the one hand it may be decided to close down 
high-cost plants which, as has been seen, are likely to be in the 
Development Areas, and on the other hand, it will limit the 
expansion of the engineering industry in the great belt. 


Gas and Electricity 

The same tendency should arise here. Because of rising 
transport costs the production of power should tend to be con- 
centrated where coal costs are lowest, and orders for plant should, 
other things being equal, tend to be placed with those firms who 
can produce at the lowest cost. 


The Private Sector 


The present location policy was built upon the basis that a 
number of the lighter industries were ‘‘ foot-loose ”’ and that if an 
area declined it would be possible to fill in any gaps by a suitable 
movement of “ foot-loose ” industries away from the congested 
areas. However, second thoughts are necessary on this problem. 
In the 1930s many of the expanding ligt industries could perhaps 
have functioned almost as efficiently in a “depressed” area as 
in, say, London. Transport charges were low, wages were lower 
in “depressed ” areas, and there was an abundant supply of 
young female labour. To-day this is not the case. Transport 
charges are much higher, national wages agreements remove the 
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labour-cost incentive (labour costs are often higher in the De- 
velopment Areas because of the need for training) and declining 
birth-rates and the raising of the school-leaving age have taken 
away much of the juvenile labour supply. Thus whatever the 
truth about “ foot-loose ” industries in the 1930s it is doubtful 
whether there are many of these to-day. 

At this stage mention must be made of shipbuilding. This 
industry depends on orders placed by about 500 shipowning firms, 
and in the past these have always fluctuated. Since 1945 the 
industry has been prosperous but uneasily so, and there is an 
ever-present fear that orders may fall. There has therefore risen 
a demand for a reorganisation of the industry so as to maintain 
a steady replacement policy. But even with such a policy em- 
ployment may not be maintained at the present level. If the 
industry is controlled it will be viewed as a whole, and it may be 
found that the most efficient areas are not in the present ship- 
building districts. It may be, especially if more steel is produced 
in East England, that the Humber would prove to be a low-cost 
area for shipbuilding. 


Conclusion 


The argument developed in this paper is that the great belt 
has grown up because it offered the best location for most of our 
industries. So far there have been no developments reversing 
this trend—in fact, trends in coal, steel and other industries are 
likely to strengthen its importance, or of the areas adjacent. 
Thus our policy should be to recognise the importance of this 
area and to realise that its tremendous investment of skill and 
capital will exert a great pull over the location of most of our 
industries. If new factories are located far away from the belt 
they are likely to lose in efficiency, and consequently there will 
be a lowering of the standard of living. Once this is realised 
policy should automatically tend towards improving the effi- 
ciency of the great belt—basic industries could be made more 
efficient, communications could be improved, the great conurba- 
tions could be tidied up and so on. Changes in the shape of the 
belt are likely to be slow, but if our aim is to put every new 
factory in its most economic location there is every indication 
that most of them will be situated within or near the great belt. 

It has been seen that the Development Areas are likely to 
need much more new industry in order to offset the losses caused 
through the reorganisation of their main industries. If this is 
provided by forcing industry out of the great belt there is likely 
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to be a serious loss of efficiency. If our aim is for greater effi- 
ciency it would appear that there should be a gradual movement 
of population and industry away from the Development Areas. 
It will be argued, as was pointed out above, that this movement 
should be resisted because it will lead to the abandonment of 
social capital—the saving in industrial efficiency will be offset 
by the loss of social capital in the areas that shed population. 
But social capital in these areas is often of poor quality and 
virtually needs rebuilding. Maintaining the population of the 
Development Areas will require much new industry (which will 
not for the most part be in the most efficient locations) and a 
costly investment of social capital. 

Again it will be argued that the populations of Wales, the 
North-east and Scotland should be maintained to prevent a loss 
of local tradition and culture. This argument is all very well if 
the nation prefers a “ way of life ” to becoming more efficient and 
getting more houses, clothes, etc. But before this issue is de- 
cided the nation should be in full possession of the facts and know 
what is entailed by a policy that prevents mobility of population. 

If location is based on efficiency we should have to face up to 
population movements as they became necessary. There are, 
however, exceptions to this policy : 


1. Female employment. Some areas will have a pre- 
dominantly male-employing industrial structure, and will 
offer no suitable location for female-employing industry. 
In these cases a continuing subsidy could be given to female- 
employing firms. At the moment female-employing firms 
settle in Development Areas, but may find that production 
and selling costs are higher than for competitors. However, 
the firms receive no continuing subsidy. 

2. Male employment. When a male-employing industry 
declines, ¢.g., coal-mining, and the area is not likely to offer 
a suitable location for any alternative industry, steps should 
be taken to move the population to other localities, and the 
social capital in the area should be abandoned. This, 
however, is not easy in practice First, there is the question 
of timing—it may be difficult to find alternative accommo- 
dation, or to place the workers in alternative employment 
because of age, pensions and so on. Secondly, the social 
capital in the area may have a life of some years. In these 
cases it may be desirable to subsidise some male-employing 
industry for a time and make the transfer gradually. 
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3. Strategic. Dispersal of industry may be necessary on 
defence grounds, and consequently high-cost locations may 
be deliberately chosen because of their remoteness. How- 
ever, even this consideration should not be used as a plea for 
establishing defence industries in areas which are too remote. 


The above proposals do not mean that the Development 
Areas are to be abandoned as they were in the inter-war years. 
In those years there was general depression, and anyone out of 
work in a depressed area would have great difficulty in finding 
work anywhere. With the operation of a full-employment policy 
there should be less opposition to migration—in fact it should 
be welcomed as a means to higher earnings. In addition, the 
proposals to subsidise, should lead to no loss of employment while 
arrangements are being made for a transfer of population. In 
effect, all this means is that the policy that should be followed 
is a mixture of both new industry and migration. 

A. C. Hopson 





DIRECT VERSUS INDIRECT TAXES 


THE first part of this article is designed to show that the usual 
theoretical treatment of the problem of direct and indirect 
taxation is based on extraordinary assumptions, and liable to 
be misleading. An alternative mode of analysis is suggested. 
In the second part, I try to show that no case against indirect 
taxation can be proved from the ordinary, general, purely com- 
petitive assumptions of economic theory; and, further, that the 
special assumption, necessary to prove the case, involves an 
unplausible conclusion concerning incentives. 


I 
The usual analysis of direct versus indirect taxation (or 
subsidisation) runs typically as follows : } 
A single “economic man” who spends his income on two 
goods (one of which may be ‘“ money”) is assumed. In 
Fig. 1, Q) is the equilibrium tax-free position. When an 








Y 
Fig. 1. 


income-tax equal to AB of X is imposed, Q, is reached. The 
same sum could be raised by an indirect tax on Y, which would 
result in a position such as Q,. From the usual convexity assump- 
tion it follows that Q, is worse than Q,. Q.E.D. 

1 Cf. M. F. W. Joseph, “‘ The Excess Burden of Indirect Taxation,” Review 
of Economic Studies, June 1939; H. P. Wald, ‘‘ The Classical Indictment of 
Indirect Taxation,” Quarterly Journal of Economics, August 1945; A. M. Hen- 
derson, ‘‘ The Case for Indirect Taxation,” Economic JouRNAL, December 1948; 
A. T. Peacock and D. Berry, ‘‘ A Note on the Theory of Income Redistribution,” 
Economica, February 1951. 
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At first sight this result always looks like a conjuring trick. 
There is no overt reference to marginal costs. Yet it is well 
known that nothing can be proved without some such reference.! 
The covert reference is as follows: for the proof to be valid the 
government must be able to buy the same collection of goods 
whether the individual is at position Q, or at position Q,. This 
it can do only if Q,Q, has the same slope as the transformation 
curve of X and Y (the curve showing the maximum amounts of 
X which could be produced given varying quantities of Y, and 
fixed amounts of all other goods). From this it follows that the 
slope of BB’ must equal the relative marginal costs of the two 
goods. Thus, in the diagram, relative marginal costs are assumed 
to be the same at both Q, and Q,. 








Fia. 2. 


Although the diagram is drawn with reference to a single 
individual it may be presumed that it is designed to illustrate 
the relative effects, on each of many individuals, of two different 
tax systems of equal monetary incidence. Therefore, a consider- 
able shift of production must be allowed for. This being the 
case, the assumption that relative marginal costs are the same at 
both Q, and Q, is in conflict with the normal assumption used in 
this connection, that of a diminishing marginal rate of trans- 
formation. The analysis is excessively and unnecessarily partial 
in other ways. The prices of goods, other than those represented, 
may change when the indirect tax is substituted for the direct. 
When this is allowed for, it is even conceivable that any given 
individual would gain as a result of the change. 


1 Cf. the original Frisch—Hotelling controversy---Zconometrica, 1939, pp. 145- 
60; in particular Professor Hotelling’s final note, pp. 158-60. 
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But none of this invalidates the usual conclusion (that the 
gainers could overcompensate the losers if direct taxes were 
substituted for indirect) given that the supply of labour is not a 
variable. In Fig. 2 the curve 7Q,Q,7" is the transformation 
curve of X and Y, given the quantities of all other goods, and also 
given the quantities of X and Y demanded by the government.* 
At Q, relative price is assumed equal to relative marginal cost 
(this is indicated by drawing in a “ community indifference ” 
curve tangential to the transformation curve at @,). Letting 
Pz, Py, MC,, and MC, stand for the prices and marginal costs of 
X and Y, we have at Q,, 


= as 


Pe CQ, 


MC, _ BC 
MC, CQ, 
= Marginal rate of transformationof YintoX . (2) 
Supposing X to be subsidised, otherwise perfect competition, and 


letting s and ¢ stand for the rate of subsidy and tax respectively 
it follows from (i) and (ii) that 


= ae — Py _ AC 
MCAl—s) CQAl—s) pz CQ,’ 





8 = AB 

= 70 
It is assumed above that the required revenue is raised by means 
of an income tax, the effects of such a tax on factor supply being 
ignored. Alternatively, we can suppose that Y is taxed in which 
case it follows that 


MC,(i+t)  BC(1 + 4) ee AC 

LG, Cay gw OG 
AB 
BC" 
That the position Q, is not ‘“‘ optimum ”’ follows simply from the 
divergence of relative prices and relative marginal costs. No 
other proof is required or possible. A ‘‘ community indifference ” 
curve can, of course, be drawn tangential to AQ, at Q,. This 
curve must pass below Q, on the given assumptions. This 
follows from the fact that Q, is an “ optimum ” position, while 


1 The assumption that the government’s demands are absolute is made only 
for simplicity of exposition. We could in principle treat the government as an 
“economic man ” with a consistent set of utility curves. 


whence 





whence t= 





580 THE ECONOMIC JOURNAL [SEPT. 


Q, is not.1 So nothing is really added by drawing in the indiffer- 
ence curves. What matters is that at Q, the individual rates of 
substitution of X for Y are not equal to the transformation rate. 
This analysis is more general and requires fewer restrictive 
assumptions than those usually made. It also has the advantage 
that it shows quite clearly, for both subsidies and taxes, that the 
“ case against indirect taxation ”’ is merely a special case of con- 
flict with one of the necessary conditions for the achievement of a 
Pareto ‘“‘ optimum,” 7.e., that relative marginal costs be equal to 
relative prices. At the purely theoretical level nothing more 
can be said; and nothing less is valid without special “ partial ” 
assumptions. 


II 


In Part I it was arbitrarily assumed that the supply of labour 
was constant; or, to put it in another way, that the consumption 
of one good, leisure, was unaffected by changes in its own or other 
prices. This is clearly an indefensible assumption which must 
be removed. But, for the sake of simplicity, we will continue to 
ignore savings. The conclusion which we shall reach—that the 
case against indirect taxation is invalid—can only be reinforced 
if savings are considered, since an inccme tax is an indirect tax 
on savings, as well as on work. 

It has been argued by Professor A. M. Henderson that the 
fact that all marginal taxation is a tax on work (it can also be 
regarded as a subsidy on leisure, as far as substitution effects are 
concerned) does not destroy the case against indirect taxation.’ 
The argument is that both indirect and direct taxes sin against 
the necessary ‘‘ optimum ” condition that the rate of substitution 
of leisure for any other good must equal the rate of transformation 
between leisure and that good. But, it is argued, indirect taxes 
also prevent the rates of substitution between pairs of goods, 
excluding leisure, being equal to their respective rates of trans- 
formation. Thus Professor Henderson writes : 


“Tf a given revenue is required then the resources 
available to the consumer must be limited to the same 
extent by either method [i.e., direct or indirect taxation]. 
But the method of indirect taxation has the further dis- 
advantage of reducing the efficiency with which these re- 


sources are used, and therefore imposes an added burden.” ® 
1 Cf. J. de V. Graaff, ‘On Optimum Tariff Structures,” Review of Economic 
Studies, 1949-50, No. 42, p. 57, n. 3. 
2 Loc. cit. 
3 Loc. cit., p. 545. 
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I have previously accepted this argument. But I now think 
I was wrong to do so. The argument is unsatisfactory because 
it assumes that the resources used are identical in both cases. 
In other words, it has to be assumed that the supply of labour 
is the same whether the taxation is direct or indirect. This 
amounts to saying that, for every individual, the cross-elasticity 
of demand for leisure with respect to all other prices is zero, 1.e., 
leisure is not substitutible for any other good. To all intents 
and purposes, the assumption that the amount of labour does 
not vary has crept into an argument designed to show that direct 
taxation is better than indirect taxation, even when the supply 
of labour is admitted as a variable. This might not matter if it 
were really plausible to suppose that it would, under no conditions, 
vary much. I shall suggest below that this is not a plausible 
supposition. 

Consider a perfectly competitive economy with three goods, 
one being leisure. Designate leisure by Z and the other two 
goods by X and Y. Let S and 7 stand respectively for the 
marginal rate of substitution and the marginal rate of trans- 
formation. We can now distinguish three cases as follows : 


I. Direct taxation. Here we have 
S = T for the pair (X,Y) 
S + T for the pair (X,Z) 
S + T for the pair (Y,Z). 


II. Indirect taxation on one good other than leisure. 
Letting the taxed good be X we have 
S = T for the pair (Y,Z) 
S + T for the pair (X,Y) 
S + T for the pair (X,Z). 
III. Unequal indirect taxation on both goods other than 
leisure. Here we have 
S + T for all three pairs. 


A comparison of Cases I and II makes it sufficiently obvious 
that no argument against indirect taxation can be perfectly 
general. The two cases are quite symmetrical. Unless special 
assumptions are made, whatever can be said about one can be 
said about the other. But even if Case III is considered to be 
what is normally meant by indirect taxation, nothing appears 
to follow. 

Let us illustrate this. In Fig. 3 ABC is the production 


’ E.g., in the appendix to Chapter IX of A Critique of Welfare Economics. 
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surface after subtraction of the government’s fixed demands. It 
is assumed that the government succeeds in manipulating the 
budget surface so that the community’s chosen point on that 
surface is also a point on the production surface ABC. If the 
chosen point were above the surface the government would not 
be getting the goods it required ; if below it would be getting more 
than it required. 

The points Qo, Q,, Qo, Gs and Q, are points on the surface. 
AA’, BB’ and CC’ are surface lines along which one of the three 
“ optimum ”’ conditions is satisfied. Thus at any point on the 
line CC’, the partial rate of substitution (leisure constant) of Y 


x 


' 

' 

' 

! 

! 

' 

\ 

1 
“i 
2 


for X equals the partial rate of transformation (leisure constant). 
These contract lines, if projected on to the planes BOC, AOC and 
AOB respectively, would be analogous to ordinary contract 
curves. The point Q, is the only point at which all the optimum 
conditions are satisfied. Case I lands us on the line CC’ between 
C and QQ». Case II lands us either on AA’, between A’ and Qy, 
or on BB’ between B’ and Qy. Case III brings us to some point 
which lies on none of the contract lines. Part of Fig. 2 is 
embedded in Fig. 3. The plane surface 7'Q,Q,7’O’ appears 
in both diagrams. 

The advocates of direct taxation or subsidisation have to 
claim that every point on CC’ is better than any other point on 
the production surface. It is intuitively obvious that there is 
no reason whatever for claiming that points on the line CC’ are 
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superior to those on the lines AA’ and BB’. The lesser claim 
might, however, be made that points on a contract line are superior 
to points not on a contract line. 

What, then, can be said about the relative superiority of points 
such as Qo, Q:, Q2, Qs or Gy? First, Q is “superior” to any 
other point because all the “ optimum ” conditions are satisfied. 
In other words, a ‘‘ community indifference ”’ surface is tangential 
to the production surface at Q), and cannot lie below the pro- 
duction surface at any other point. Secondly, the “‘community 
indifference ” surface appropriate to Q, cannot lie below the 
production surface in the neighbourhood of the point Q,. This 
is because it is tangential to the line 7’Q,Q,7' at Q,. Thirdly, 
it is quite consistent, both that these two conditions should be 
fulfilled and that the same indifference surface should or should 
not lie below the production surface in the neighbourhood of 
a point such as Q;. There therefore appears to be no reason 
whatever to support any claim that Q, must be “superior” to 
Q,.1 A movement from Q, to Q, would reduce the amount of 
leisure. But it is also conceivable, given suitable production and 
indifference surfaces, that the indifference surface of Q, should 
lie below the production surface in the neighbourhood of a point 
like Q,, where the amount of leisure is increased. The conclu- 
sion is that nothing whatever can be said abuut the “superiority ” 
of direct taxation unless it is certain that the amount of leisure 
will not change. 

We have seen that Professor Henderson based his argument 
on the contention that the supply of labour would be constant. 
This means, in terms of Fig. 3, that it is presumed that a 
change from direct to indirect taxes would always cause a move- 
ment from a point like Q, to one like Qo, leisure remaining constant. 
Taken to its logical extreme, such a contention is highly para- 
doxical. It implies that the amount of labour supplied is a func- 
tion only of the quantities of goods consumed by the government. 
In the limit this implies that people would work as much even if 
income tax was 100% of all incomes, consumption goods being 
supplied free ! 

But, apart from subsidies, is there any reason to suppose that 
the supply of labour might not be greater under a suitable indirect ~ 


1 By saying one point is ‘‘ superior’ to another we mean that its “‘ com- 
munity indifference ” surface passes inside (further from the origin than) the 
other point in the neighbourhood of that point; which implies that the poten- 
tial losers by a move from the latter to the former would be unable profitably to 
bribe the potential gainers to oppose the change. Therefore no point z can be 
“superior ” to any other chosen point y if the indifference surface of x is below 
the production surface in the neighbourhood of y. 
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taxation system than under direct taxation? Surely, those who 
have maintained that direct taxation—quite apart from any 
“money illusion’—is more harmful to incentives are not 
necessarily wrong ? 

Suppose that Y, in our diagram, stands for “ necessities ’’ and 
X for “luxuries.” Let the first situation be a direct tax equi- 
librium. Then the equal taxation of “necessities” and 
“‘Juxuries ” (equivalent to direct taxation) is replaced by a 
relatively large tax on “ necessities,” and a relatively small one 
on “luxuries”’ (Case III). Is it not then plausible to suppose 
that the individual, while keeping his consumption of “ neces- 
sities ’’ more or less constant, might increase his consumption of 
“‘Juxuries ” at the expense of leisure, i.e., move to a point like 
Q; which may be “superior” to Q,? In Case II where only 
** necessities ’’ are taxed the individual must move to a point on 
BB’ between Q, and B’. Since the consumption of “ necessities ” 
is not much reduced, this may (given sets of preferences consistent 
with our contract lines) entail a reduction in leisure. In the 
extreme case, when the price-elasticity of demand for some neces- 
sity is zero, the change from an income tax, to an indirect tax on 
the necessity, would result in a movement from Q, to Q). The 
reason is as follows. Q, is the poll-tax position. But with no 
poll tax, and the price of Y raised to keep on the same produc- 
tion surface, Q, would still be the equilibrium position, since it 
is consistent with (a) zero price-elasticity of demand for Y, real 
income given, and (b) unchanged real income. It has often been 
held that a tax on such a good is the equivalent of an income 
tax. This is wrong: it is the equivalent of a poll tax; while an 
income tax is itself the equivalent of a poll tax only if the supply 
of labour is perfectly inelastic. If, in such a case, we were in- 
terested more in incentives than ‘‘ welfare,” we could increase 
the tax on “ necessities ’’ in order to pay a subsidy on “ luxuries.” 
This would amount to a tax on leisure. Leisure would be sub- 
sidised in relation to ‘‘ necessities,” but this would have no sub- 
stitution effect. It would also be taxed in relation to “luxuries ” 
which would have an incentive effect. 

If any general conclusion can be risked, it is simply that the 
best taxes are those on goods for which the demand is least elastic. 
The same holds true for subsidies. Income tax, which is a subsidy 
on leisure, is not exceptional. Only in so far as the demand for 
leisure is highly inelastic is it a good tax. The purely theoretical 
‘* case against indirect taxation ”’ is an illusion. 


Trinity College, I. M. D. Lrrre 
Oxford. 


“ce 





REVIEWS 


Co-operative Industrial Research, By Ronaup 8S. Epwarps. 
(London: Pitman, 1950. Pp. xiv + 285. 20s.) 


Economists talk a great deal about technological change, but 
rarely study it. The general theory of innovation and enterprise 
is founded on a rather flimsy basis of observation and rarely related 
to an analysis of the process . , which industrial development 
arises out of invention and research. Professor Edwards has a 
more modest object in his latest book: he seeks to apply rather 
than to re-modeleconomictheory. But in the course of analysing 
the part played by industrial research associations in British 
industry, he also makes a useful contribution to the economics of 
research. 

The associations which form the subject of his inquiry flourish 
almost exclusively in Britain. They are associations formed 
voluntarily by firms in an otherwise competitive industry to 
conduct research on behalf of all the members. They owe their 
existence largely to the widespread feeling during both the First 
and the Second World Wars that not enough industrial research 
was being done and that the State should promote such research, 
if necessary, out of public funds. The original idea was that the 
State should make a grant for a limited period in order to cover 
the initial cost of floating an association, and that thereafter the 
association should rely on subscriptions and fees from industry. 
In practice, the associations have never been self-supporting, and 
have generally drawn about one-third of their income from grants 
from the Department of Scientific and Industrial Research. 
During and immediately after the First World War a score of 
associations came into existence. Most of these struggled 
through to the Second World War, when another score were born, 
this time with rather more funds to keep them warm. 

Professor Edwards’s judgment of the associations is favourable. 
So, as he shows also, is the judgment of the members of the 
associations. Only 6% of the sample which he circularised 
regarded membership as a duty, while 60% regarded the associa- 
tions as giving real value for money subscribed. Most of the 


members expressed satisfaction with the organisation and policy 
No. 243.—VoL. LXI. QQ 
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of their association, and over a third were prepared to agree to an 
increase in the subscription. Nevertheless, there is plenty of 
criticism of the associations: either their work is too academic 
and not expressed in the language of the factory or it is too 
popular and mere vulgarisation of existing knowledge; either 
they spend too much time on fundamental research, that will be 
of no competitive advantage to British industry because it will 
all be published, or they do little but carry out tests for individual 
members and try to help them with current production problems ; 
their work is of value to one section of the industry but not to 
another, to small firms but not to large, and so on. On all these 
criticisms Professor Edwards has much of interest to say. He 
makes it clear that the financial difficulties under which the 
associations laboured, especially in their early days, put a pre- 
mium both on advisory and information services that gave 
members a visible return on their money and on research that was 
likely to yield immediate results. He points out, however, that 
advisory and information services are also of value to the associa- 
tion by keeping it in touch with the practical problems of the 
industry and so providing useful points of departure for research ; 
and that the associations have generally been at pains to include 
some fundamental research in their programmes and to try to 
establish a satisfactory theoretical basis for their work on the 
properties of materials, processes of manufacture, equipment in 
use and the like, rather than treat each problem ad hoc. 
Professor Edwards gives a good deal of space to the finance 
of the associations, and puts forward some suggestions as to the 
most appropriate subscription policy. He presents a strong 
case against compulsory levies as a source of funds. “If our 
industrialists are not to be trusted to buy the services they 
need,” he argues, ‘“‘ we had better face up to the reasons for this 
rather than remove from industrialists responsibilities for decisions 
which cannot possibly be discharged efficiently by anyone else.” 
Non-members have often good reasons for not joining; a sub- 
stantial majority of members do not want compulsion; and 
mere compulsory payment of subscriptions cannot force firms to 
make use of the associations. There is no doubt that this issue 
has been insufficiently debated. But it is fair to point out that 
compulsion is already used against the taxpayer, who provides 
over £1 million a year through D.S.I.R. grants, and that, while 
voluntary subscriptions come (nominally at least) out of profits 
(and in reality, as to over 50%, owt of tax relief), a compulsory 
levy in the last analysis would be paid by the consumer. Is it 
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such a heinous thing if annual subscriptions are often as low, on 
the average, as £20 per annum, if the research associations are really 
doing good work and if there is scope for more investment in 
research of this kind, to resort to compulsion? The issue turns 
at leas+ as much on one’s judgment of what a research association 
could do, if more amply provided with funds, as on the conse- 
quences of substituting a tax for a subscription. 

Research associations, however, are only one channel through 
which scientific research is brought to bear on industry. There 
are ten times as many graduates working in the laboratories of 
private firms as in the associations; government research institu- 
tions employ at least as many; there are also a large number in 
the universities who are more and more preoccupied by problems 
almost indistinguishable from those of industrial research; in 
other countries there are private institutions specialising in 
confidential research on behalf of industrialists. Apart from a 
chapter on privately sponsored research, Professor Edwards 
does not make any direct assessment of the comparative value of 
each of these; but it would be useful if his work could be supple- 
mentec by a detailed study for some one industry of the part 
played by each research agency so as to show more conclusively 
what the contribution of each has been and might be. 

Two further questions arise. Is it really in research that Bri- 
tain is backward? This is not the common view of foreign 
observers, who regard British research as comparable with the best 
in other countries. In University research, where novelty of 
ideas meets no market obstacles and is, indeed, in demand, origin- 
ality can quickly make its mark. In industry, where the climate 
is often hostile to change and experiment—not least because 
workers and consumers are highly conservative—there is a 
damper on innovation, particularly if it affects relations with 
workers and consumers. Development is the bottleneck; but 
the associations are not normally cngaged in development. 
They can affect it indirectly by helping to train a scientifically 
minded clientéle in their industry, by giving the latest research a 
quicker and wider circulation and by themselves contributing to 
the flow of new ideas. But they cannot provide the capital and 
the facilities for development or create a market for new products. 

The second question concerns the calibre of the staff of the 
associations. This is stressed by Professor Edwards, who des- 
cribes it as “‘ the most important factor in the future development 
of the associations.” He gives no details as to the present staff, 
beyond the fact that it includes over 1,000 graduates; but he 
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recognises that able young scientists generally want to work in a 
laboratory with a high reputation, and preferably one directed 
by a man of distinction in the field in which they propose to 
specialise. This is not an easy condition to fulfil. The research 
associations can rarely offer either the excitement of a first-class 
industrial laboratory, geared to immediate commercial applica- 
tion, or the fascination of academic research, free from any 
consideration of utility. They are middlemen between general 
theory and industrial problems, and in Britain the scientific 
temperament tends to chafe in such a situation. The growth of 
scientific research has been so rapid in the past half century, 
however, and the intercourse with industry has become so much 
closer, that attitudes may change surprisingly quickly. An 
interesting test of such a change will be the time that elapses 
before able economists think it worth while to join the staff of a 
research association and confine their attention to the problems of 
a single industry or material. 
A. K. CarRnoross 
The University, 
Glasgow. 


The Role of Measurement in Economics. (The Newmarch Lectures, 
1948-1949.) By Ricnarp Stone. (Cambridge University 
Press, 1951. Pp. viii + 85. 12s. 6d.) 


It has been said that the main justification for the study of 
economics is that it enables the student to perceive the fallacies 
in the arguments of politicians. So too the importance of an 
understanding of statistical methods is that it lays bare the 
emptiness of some of the dogmatic assertions of the economists. 

Those who are sinking amid doubts whether statistical methods 
have any other importance may turn for tonic to the Newmarch 
Lectures given in 1948-49 by Mr. Richard Stone. With character- 
istic constructive optimism, the author lays down four sizable 
tasks for the economic statistician. 

The first task is to define and measure such empirical con- 
structs as the National Income or the cost of a basket of goods and 
services. This task will involve both economic and statistical 
design. The term economic design is introduced to cover any 
system which lays down what information and what accuracy is 
required and provides arrangements for collecting such informa- 
tion. The term statistical design is borrowed to cover systems 
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devised so as to obtain the information unbiased with the required 
accuracy at minimum cost. Whereas statistical design has been 
inappropriate or lacking in the days when most statistics were 
a by-product of administration, Mr. Stone sees more scope for it, 
and even for sampling theory, now that Chancellors of the Ex- 
chequer quote statistics when framing programmes. As an 
exainple of the use of economic design much discussion is given to 
ways of setting out breakdowns of the National Income in terms 
familiar to accountants, so as to make more convenient and 
effective the use of business records : as an example of statistical 
design a few suggestions are made for using sampling methods to 
obtain estimates of certain items in such breakdowns. 

The second task is to establisk. or to refute some of the theories 
of the economists. The latter is by far the simpler alternative. 
Most observable economic behaviour is explainable by a host of 
different economic theories: hence the virtual impossibility of 
establishing any one theory by statistical methods. The example 
given is the theory of economic choice for which one possible 
axiomatic development is provided. The author dismisses as 
unreliable any attempt to bolster up the postulates with appeals 
to introspection and to the supposed analogy between other 
minds and one’s own. 

The third task is the estimate of the paramneter-values which 
will best fit economic models to the real world. These parameters 
often concern relations between two or more variates in the model. 
An example is the elasticity of demand or the elasticity of supply 
of a commodity, which concerns the relation between output and 
price. Often it will be useful to know merely that a parameter 
exceeds a certain value: for example, that demand for a com- 
modity is sufficiently elastic for a fall in its price to involve an 
increase in the amount spent on it. 

A situation to be avoided in the planning of economic models 
is one where a wide or infinite range of values of a parameter will 
all be consistent with the same pattern of values of the variates 
(prices, outputs, etc., at various dates). In this case we are again 
confronted by our old difficulty that it is then impossible to 
establish as realistic any particular value for the parameter 
by merely observing the prices, quantities, etc., in the real 
world. 

The simplest example of this is a model in which price and out- 
put of a commodity are determined, apart from small random 
disturbances by fixed demand and supply curves. An observed 
cluster of points on the price-output diagram is then consistent 
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with an infinite variety of pairs of curves intersecting near the 
centre of the cluster. The model is badly planned for estimation 
purposes. 

A dilemma on which more stress might perhaps be laid is that 
the real world often displays these features of a badly planned 
model, so that any economic model we build will have to be 
artificial to the point of dishonesty, if it is to avoid being badly 
planned in this sense. 

Problems which arise from this dilemma are known as identifi- 
cation problems. Koopmans has studied them in detail, and has 
followed up the pioneer work of Frisch in developing techniques 
for constructing well-planned economic models. Mr. Stone 
provides a large number of extremely interesting examples of 
the use of such techniques in the analysis of market demand. 

The fourth and final task is that of prediction. Any sensible 
economic model which is to be used for prediction must be stochas- 
tic in the sense of allowing room for chance forces to modify its 
working. It follows that its forecasts will be made in terms of 
probabilities and margins of error; moreover, the margins of 
error will in most cases increase rap:dly as the forecast is extended 
into the future. Indeed, the better the model and the more 
honest its foundations, the more distressingly wide do these 
margins of error become. As some offset to this, Mr. Stone points 
out that one may cast the practical economist in the rdle of 
scapegoat by giving him the task of predicting the major varia- 
tions in underlying economic conditions during the period of the 
forecast, instead of leaving all these variations to the play of 
chance. 

Another technique, barely mentioned by Mr. Stone, no doubt 
because it is hazardous and unscientific, is to discover some 
historical situation which closely resembles the present in relevant 
respects, and then to use as analogies for predicting the course of 
events in the next two years, whatever happened in the two years 
following the historical situation. Such a technique has been 
used with fair success in the United States for forecasting un- 
employment levels directly after the recent war, bearing in mind 
what happened after the First World War. 

In the space available it would be impossible to do justice to 
this book of eighty-five pages, which is itself a summary of work 
covering a wide field. The book may be warmly recommended 
not only to those whose faith in statistical methods needs rein- 
forcement but also to those just embarking on a study of statistical 
methods in the social field, who wish to discover where they 





1951] WOOG : TABLEAU ECONOMIQUE OF FRANQOIS QUESNAY 591 


may be led, and to study examples of what can be achieved by 
the capable use of advanced methods. 
D. G. CHAMPERNOWNE 
Nuffield College, 
Oxford. 


The Tableau Economique of Frangois Quesnay: An Essay in the 
Explanation of its Mechanism and -a Critical Review of the 
Interpretations of Marx, Bilimovic and Oncken. By HENRI 
Wooc. (Berne: A. Francke, 1950. Pp. 100. S. fr. 15.) 


THE reception accorded to Quesnay’s Tableau Economique— 
now approaching its bi-centennial year—has varied significantly 
from generation to generation. The British classical economists, 
although they were unable to accept the basic tenets of Physio- 
cracy, nevertheless generally felt a deep respect for its founder 
and his famous “ arithmetical formularies.””’ With the decline 
of the classical tradition there came a gradual change in attitude. 
During the past century a large number of critics, ranging from 
Eugen Dihring to Sir Alexander Gray, have treated the Tableau 
as if it were (to quote the latter authority) a ‘‘ vast mystification,” 
now “perhaps better reduced to an embarrassed footnote.” 
Karl Marx, who laboured one hot July to produce a modern 
version of the J'ableau, and who believed that the Tableau was 
“incontestably the most brilliant idea of which political economy 
had hitherto been guilty,” was foremost among the few who tried 
to keep the older tradition alive. 

To-day, however, in this aggregative age, there are encouraging 
signs of a revival of serious interest in the Physiocrats among 
non-Marxist economists. Dr. Woog’s little book on the Tableau 
is one of the most recent of these signs. The point with which 
Dr. Woog has mainly concerned himself is a rather specialised 
one. The earlier versions of the 7'ableau were in the form of the 
well-known “ zigzag” diagram, which displayed the effect of 
successive rounds of expenditure in the Physiocratic realm 
rather in the manner in which the operation of the Keynesian 
multiplier is sometimes presented in modern text-books. The 
“zigzag” tended to be rather difficult to follow, partly because 
the summation of arithmetical series was involved, and partly 
because certain phenomena of importance in the Physiocratic 
scheme, such as the reproduction of interest on the farmer’s 
capital, were abstracted from. Quesnay therefore wrote an 
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Analyse du Tableau Economique, in which he gave a more coherent 
account of the processes involved and also provided a new and 
more intelligible version of the T'ableau—the so-called Formule du 
Tableau Economique. Dr. Woog is interested primarily in 
the relations between the “ zigzag” and the Formule, his main 
complaint being that ‘existing interpretations deal separately 
either with the added sums figuring in the Formule or with the 
zigzag circulation in Quesnay’s diagram, while no attempt has 
ever been made to compare or reduce both variations of the 
Tableau to an identity.” 

Dr. Woog does not, I think, succeed in proving that anything 
really crucial is missed by concentrating on the Formule rather 
than on the zigzag; and the point that the zigzag requires the 
Formule to supplement it was perhaps obvious enough already. 
But Dr. Woog’s attempt to reveal the essential unity of Quesnay’s 
formulations leads him along some fascinating paths. First, he 
presents interesting reviews of several interpretations of the 
Tableau, including that of Marx. Second, in a section which 
displays not only technical virtuosity but also understanding, 
he produces a new version of Quesnay’s zigzag diagram completed 
according to the data supplied by the Formule. And third, he 
discusses the manner in which the Tableau was used by Quesnay 
and Mirabeau, as a tool of welfare economics, in order to analyse 
the effect upon the Physiocratic economy of deviations from the 
ordre naturel. This last section, which should be of particular 
interest to economists who are concerned with the problems of 
economic disequilibrium, disposes of the idea that the Tableau was 
merely an intellectual plaything and reveals it as a weapon of 
analysis possessing unexpected subtlety and power. 

A few minor errors and defects of presentation might be 
mentioned. For example, Quesnay’s avances primitives and 
avances annuelles do not, I think, “ amount together to Marx’ 
‘constant capital’ ”’ (p. 39), since the latter of Quesnay’s cate- 
gories includes the subsistence of the labourers. Again, it does 
not seem to be in accordance with Quesnay’s tenets either to 
treat the menu peuple as an auxiliary “ class,’ somehow standing 
outside the processes depicted in the Tableau (p. 18), or to regard 
the produit net as including “the farmer’s personal profit ’’ (p. 
21). And Dr. Woog would be well advised to have his use of 
English idiom checked a little more thoroughly; it is disturbing 
to come across such phrases as “the venality of the produced 
commodities ”’ (p. 22). But on the whole the book is an interest- 
ing and valuable contribution to the study of Physiocracy, 
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which treats the founders of the school and the intellectual tools 
which they evolved with the care and respect they so eminently 
deserve. 
Ronatp L. MEEK 
University of Glasgow. 


Economic Policy for the Thinking Man. By C. BREscrAnNtI- 
TurRRONI. Translated by Epwarp FiTzGEraLp. (London: 
William Hodge and Company, Ltd., 1950. Pp. ix + 304. 
21s.) 


In the introduction to this book the President of the Italian 
Republic says that it “ bears the impress of personal worth,” by 
which he means that “ it owes its origin to the intensely personal 
thought of the author himself ”’ and that it does not merely serve 
“the spread of knowledge.”” The book which is a translation 
from a German translation of Introduzione alla Politica Economica 
is an introduction to current problems of economic policy in the 
form of a collection of essays, rather than a systematic treatment. 
Professor Bresciani-Turroni succeeds admirably in proceeding 
from the general to the particular and in blending abstract analysis 
with a wealth of concrete illustrations, drawn largely from Italian 
and German experiences of the last twenty years. Yet, the novice 
will find it heavy going and, if he is the thinking man for whom 
the book is written, will put it down full of doubts. 

Professor Bresciani-Turroni advocates fervently free com- 
petition, free enterprise and the play of the market forces. Com- 
petition not only maximises the social product but “ the liberal 
economic order is, so to speak, ‘democratic,’ whilst the 
‘directed,’ ‘ controlled ’ or ‘ planned ’ economic order is authori- 
tarian”’ (p. 49) because the former obeys, the latter violates 
consumers’ sovereignty. Even “ monopolist competition ”’ is all 
right, for it is said to mitigate the evils of monopoly (p. 158). 
Professor Bresciani-Turroni is not greatly interested in the logical 
foundations of his essays in applied welfare economics. His 
conclusions therefore lack a firm basis. When he does discuss 
his assumptions he seems guilty of the same play on (or confusion 
of) words of which Samuelson accuses Walras. In one place he 
argues thet free competition results in an optimum for each 
individual, given his initial income and the market situation (e.g., 
p. 35, especially footnote). But the individual may be making 
the best of a bad situation. Monopoly equilibrium also repre- 
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sents an optimum in this trivial sense : everybody is as well off as 
he can be under the circumstances. But in other contexts 
“the best’ has a very different meaning, i.e., the best of all 
possible situations. Competition is said to maximise the total 
social product (which is conceived as meaningful apart from the 
manner of its distribution, e.g., pp. 47, 58, 155, ch. xiv). Since 
it cannot be proved that free competition is optimal in this second 
and important sense, Professor Bresciani-Turroni’s conclusions 
are unconvincing. 

One possible reason for this confusion is that the author 
identifies too readily free individual choice with the market 
mechanism. The first is (besides other things) an end which can 
be achieved by a variety of procedures besides, possibly, the 
market. The latter is a procedure which does not always serve 
the end of free individual choice. The defects of this procedure 
are discussed cursorily in one chapter but dismissed as, on the 
whole, insignificant and of the now too familiar smoke-nuisance 
type. Paradoxically, Professor Bresciani-Turroni rejects the 
teleological approach of the natural law philosophers and the 
physiocrats (p. 11). Yet, he serves up much the same prescrip- 
tions in a somewhat modified terminology. His discussion of 
the order wrought out of “disorder and anarchy” by the free 
price mechanism (p. 35) (the determinate is identified with the 
orderly), of ‘‘ proper ” levels and “ equilibria ’’ which are “ dis- 
turbed ” by “ artificial’ (¢.e., bad) interferences (pp. 42, 300), 
his treatment of the “ general interests” (p. 23 e¢ al.) and his 
cavalier treatment of interest conflicts, especially distribution, is 
reminiscent of the natural-law doctrine of the harmony of interests 
brought about by free competition. Private property in means of 
production is considered to be essential for production at minimum 
costs (p. 128) and the eighteenth century seems very near when we 
are told that economic laws are logical necessities (pp. 227, 294), 
hence government interference must remain impotent, but that 
they can also be violated or transgressed by government 
measures (¢.g., pp. 248, 293). Professor Bresciani-Turroni defends 
the liberal theory against the charge of individualism by showing 
that it developed the concept of social or national wealth as an 
“ organic whole.” But this “ communistic fiction,” as Dr. Myrdal 
calls it, is the crucial weakness of liberal economics : it postulates 
harmony where there is conflict. 

After discussing the merits of direct v. indirect controls, 
socialist economics, monopoly (Schumpeter is not mentioned), 
recovery policies and public works (the German deflation of the 
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thirties is described as a “ health-giving process,” prevented, 
however, from exercising its full beneficial effects by too high 
unemployment benefits, p. 171), the author dedicates two chapters 
to international economic relations. In an interesting appendix 
to a chapter on the gold standard and the clearing system, he deals 
with the problem of cross rates. He argues in favour of not 
interfering with cross-rate disparity, where it happenstoarise,if the 
only alternative is a set of uniform cross rates which would have 
to be enforced by additional import (and other) controls. The 
argument rests on the (probably unrealistic) assumption of a ten- 
dency of cross rates, if left alone, to-reach uniformity through 
commodity arbitrage, 7.e.,indirect trade. But the argument is not 
valid. Ifthe assumption that indirect trade is very responsive to 
rate disparities is true, full or partial convertibility of the balances 
owned by the creditor country (in whose market the debtor’s 
currency is quoted at a discount) into dollars would, for the debtor 
country, be preferable to maintaining cross rates. If the assump- 
tion is untrue, there would be no tendency towards the correction 
of disparities. 

The book contains much interesting information about the Nazi 
economy and a thorough discussion of why the multiplier effects of 
the German public-works programme after 1933 were small, even 
before the Nazi machinery restrieted consumption and private 
investment in 1935. But the generalisations about the futility 
of public-works programmes in general are not justified, partly 
because conditions in Germany then were exceptional, partly 
because tax measures prevented even before 1935 the expansion 
of consumption. The author invokes the authority of Professor 
Hansen for the view that ‘the effects of a policy of public expen- 
diture designed to stimulate consumption directly [during the New 
Deal] are soon fruitlessly dissipated ” (p. 174). This is both unfair 
and inaccurate. Hansen’s article does not reach this conclusion, 
and his Economic Policy and Full Employment stresses the impor- 
tance of raising consumption through public policies. 

The book is marred by a number of minor blemishes, some of 
them due to faulty translation and proof correction, which create 
unnecessary difficulties for the layman. On pp. 50 and 52 what 
should be a necessary (though, to my mind, insufficient) condition 
appears as a “sufficient” condition. This point is particularly 
stressed. The word “ultimately” on p. 184 is misleading and 
not in the Italian original. On p. 176 for “ crisis ” read “ depres- 
sion.” (The Italian version has “depression,” but the German 
Krise may have been mistranslated.) On p. 199 we are told that 
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free trade maximises the volume of trade, which is both false and 
irrelevant. The original says that the world product is maximised, 
which is at least interesting. On p. 294 what would normally be 
considered a definition or a tautology is presented as an example 
of an economic law. The term “saving ”’ is used inconsistently, 
and this gives rise to confusion (pp. 180 and 247). On p. 240 
a redundant ‘“ not” makes nonsense of an argument. The 
initials on p. 257 are mystifying or misprinted. The index is 
incomplete and faulty, and Mr. A. E. Kahn will be surprised to 
find himself as the author of the multiplier theory. 

Nevertheless, the book is an interesting document of the 
personal philosophy of a theoretical and practical economist of 
great distinction who has had the opportunity to observe “ direc- 
ted ” economies at close quarters. 

PavuL STREETEN 

Washington, 

DC. 


Grundlagen einer internationalen Wirtschaftsordnung. By G. 
Pankow. (Zurich: Verlag Leemann, 1950. Pp. 72. 
S. fr. 3.) 


At first sight, this is not a very exciting book. The author is 
a scientist rather than an economist; his method is to explain 
the various items in balances of payments, and their interrelations, 
by successive verbal tautologies, disdaining the conveniences of 
national accounting equations. The pedantic effect is added to by 
a mania for definitions—each new problem calls for a new word; 
the conclusions (that the liberal precepts have to be differently 
interpreted for international surplus and international deficit 
countries) are hardly revolutionary, although perhaps in Switzer- 
land—as in the U.S.A.—more so than elsewhere; nor would the 
demonstration that good balance-of-payments statistics are 
important, and should be accepted, even by good liberals as 
legitimate state activity, create a great stir among Anglo-Saxon 
readers, including, in that case, also the United States. 

All the same, the author’s relentless progress, step by step, 
and his exhaustive—and exhausting—variations on the theme 
of the immature creditor, mature creditor, immature debtor, 
mature debtor, in the end seem to serve a useful purpose, and make 
this into a book worth studying. A number of detailed points 
emerge or are made clearer than in the more usual treatment, 
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which is either more literary or more statistical. Above all, it is 
interesting to see how the logic of his argument leads this con- 
vinced liberal into “ political economy ’’—either ‘‘ Marshall 
plans” or grants to under-developed countries as a solution to 
the problems of the chronic surplus country, and discriminatory 
export prices for the debtor. True, these are mainly put forward 
as provisional solutions, but the author would probably agree 
that ‘‘ ce n’est que le provisoire qui dure.” 

A rather interesting point of detail—overlooked by the 
author—is that the favourite text-book demonstration that the 
claims of all the creditor countries and the debts of all the debtor 
countries must cancel out, has been upset by the institution of 
such U.N. agencies as the International Bank. Should we treat 
the International Bank as “ another country,” or as part of the 
United States, or as part of all the debtor countries so that their 
commitments to the International Bank are treated as internal 
debts ? 

A rather doubtful theory of the author’s is a “ law of increasing 
interest ’’ (reviewer’s term), according to which the average rate of 
interest on foreign debt increases with the size of the debt, as a 
result of the increasing need to attract foreign capital (pp. 22-3). 
One suspects that this is not only logically shaky, but would also 
be difficult to verify. Surely it is the immature debtor which 
will have the high rates of interest, and rates will decline with 
maturity ? 

A page later (p. 24) there seems a glaring non sequitur. The 
author jumps from the unobjectionable statement that lower 
rates of interest are a method of dealing with the problems of the 
unadjusting chronic creditor or the unadjusting chronic debtor, 
to the quite different statement that therefore “there will be a 
latent tendency to a lowering of rates of interest.’”’ Here the 
author seems to be caught in the coils of his own logic—unless, 
indeed, the “‘ lowering of rates of interest ” is meant as a euphe- 
mism of defaults and moratoria. 

At times the argument seems also obscured by a confusion 
between high exports and the exports of “‘ valuable goods,” such as 
manufactures and luxury articles (very clearly on p. 27). Other 
weaknesses are a tendency to think of the “ critical limit ” for 
legitimate foreign claims or indebtedness as something too 
static—is it not possible that the “ critical limit ”’ may grow (and 
grow faster), at the same time as foreign indebtedness so that 
long-term growth of indebtedness may be quite justifiable ? ; 
also a tendency to claim that currency changes are required 
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where, in theory at least, wage and cost reductions could do the 
trick. 

To repeat, however, this book is justified. The lesson it 
teaches is that it pays not to be afraid to seem trite. 


H. W. Sincer 
United Nations, 
New York City. 


Planning in Practice: Essays in Aircraft Planning in War-Time. 
By E. Devons. (Cambridge University Press, 1950. Pp. 
8 +231. 15s.) 


Tuts book, a frank and straightforward account of the way 
in which the centralised planning of the aircraft programme was 
done in the Ministry of Aircraft Production, is of nostalgic interest 
to those who were recipients of the final programmes both in 
Whitehall and in the aircraft industry. Behind the impressive 
fagade there were the same uncertainties and difficulties that 
confronted programme departments in other industries; in 
M.A.P. also there was more art than science, production depart- 
ments there too were optimistic, rebellious and suspicious, and 
formal channels of communication were the least effective. 

Professor Devons makes no suggestions as to how planning 
might be improved. The preface suggests that a factual account 
of this character may be a useful background in the current 
controversy about planning, but this theme is not developed in the 
book, though by implication it emphasises the great differences 
between the objectives and methods of M.A.P. and those of present 
day government planning. 

M.A.P. was set up mainly to provide aircraft for two using 
departments, from whom came ideal requirements based on 
strategic plans, availability of crews and specific aircraft per- 
formance. By resolution of opposing forces, in which the Plan- 
ning Division of M.A.P. played a leading part, a final acceptable 
programme would emerge. In common with production pro- 
grammes in other Ministries, both during the war and now, it 
never went far enough ahead to take full account of new 
capacity. There were good reasons for this—uncertainty about 
the performance of new types and about the future course of 
the war and, in the later stages, as Professor Devons rightly 
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observes, the programme was conditioned by man-power alloca- 
tions which covered far too short a period. This wes the out- 
standing defect of the man-power budgets, which the author is 
inclined to criticise because no account was taken of the location 
and type of labour required. But this is perfectionism. The 
departments found it hard enough, as Professor Devons explains, 
for M.A.P. to forecast their total demands with even 
reasonable accuracy, and a reconciliation of types and locations, 
even if possible, would have delayed decisons intolerably. As 
the war developed, an instrument for balancing between the 
various sections of the economy was necessary, and theman-power 
budget was effective and understandable. 

The book emphasises how much of the planning work of 
M.A.P. arose from the constant type changes and variations in 
aircraft and, more particularly, in engines; indeed, it suggests 
that much of the work of the Planning Division was the clarifica- 
tion of this relationship. 

Professor Devons makes some points very relevant to present 
“planning.” The first is his conclusion in favour of the realistic 
against the ‘target’ programme—a misleading description 
which may not have originated in M.A.P. but certainly gained 
wide use in that department. 

The second is the rule that programmes were limited to items 
which were produced on direct M.A.P. contracts—a rule which 
other supply departments would certainly endorse, but one 
which emphasises the profound difference in the problems of war- 
and peace-time planning. But perhaps the most essential 
difference was that the war-time consumers—the Service Depart- 
ments—were indifferent to price, even in terms of man-hours. 
The war-time planner did not have the hopeless task of the peace- 
time planner, who is continually trying to achieve results which 
are in conflict with the natural consequences of current price 
structures. War-time planning in M.A.P. (and other supply 
departments) was indeed much nearer to that essential and non- 
controversial planning which any large group of factories must 
undertake to balance components and speed the flow of work, 
than to the Government planning which is now so heavily criti- 
cised. 

Professor Devons’s last chapter on the problem of co-ordination 
is highly relevant, for it describes the practical difficulty which 
arose in M.A.P. in dealing with problems which, he would be the 
first to admit, were far more comprehensible and specific than 
those which faced government planners in the post-war period. 
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His conclusion is that “ perfect co-ordination could have been 
achieved only by supermen.” This surely is the limitation to 
centralised planning and control in any form of organisation. 


H. T. WreExKs 
London. 


Money in a Maelstrom. By J.W.Bryrn. (London: Macmillan 
& Co., 1951. Pp. ix + 212. 15s.) 


Dr. BEYEN has been a participant, in one way or another, in 
most of the efforts at international co-operation in monetary and 
financial affairs which have taken place since the First World War. 
In this book he sets out “ to retell the story of international co- 
operation in the financial field during the last three decades,” 
largely on the basis of his own extensive experience, with the 
central purpose of showing the development of the ideclogy and 
techniques of international monetary co-operation. The story 
is a familiar one, and the value of Dr. Beyen’s book lies not in his 
version of the facts but in his personal reactions to and opinions on 
them. 

In introducing the book, Dr. Beyen describes himself as an 
“ illiterate economist.” Without any invidious implication, this 
is a fair judgment : the book is more the personal diary of a man 
of common sense, familiar with the economic jargon of the 
financial Press, than a history or analysis written by a profession- 
ally trained economist. From the standpoint of economic 
history, the chronicle of events is too heavily dominated by the 
conferences and institutions in which Dr. Beyen has taken part, 
and the judgments on events and decisions too concerned to justify 
the contemporary opinions of the author and to defend the actions 
of the institutions with which he was associated. This is not to 
say, however, that Dr. Beyen was not often more right than the 
majority—his recommendation that the German short-term 
credits be funded into long-term debt, rather than prolonged 
from year to year, would almost certainly have proved better 
than what was actually done under the Standstill Agreements, 
and his wisdom in proposing regional rather than global solutions 
to post-war monetary problems has been amply confirmed by 
experience. Nor is it to say that the institutions he defends do 
not need or deserve such defence; the Bank for International 
Settlements, in particular, is an extremely useful institution 
which until recently has been very unfairly treated by public 
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opinion, including that of the Bretton Woods experts. From an 
analytical standpoint, what Dr. Beyen has to say is poorly pre- 
sented; important propositions are tucked away in obiter dicta, 
or stated very briefly and illustrated by rambling and irrelevant 
(though often highly amusing) anecdotes; and nowhere does he 
summarise his main conclusions. 

Nevertheless, Dr. Beyen has some important things to say 
‘about international co-operation in general, and international 
conferences and institutions in particular. On the first, he 
emphasises the close and somewhat contradictory association be- 
tween organised international co-operation and national economic 
planning; he stresses the importance of experience, not merely in 
setting the framework for contemporary international co-operation 
but also in revealing the need for caution in trusting the judgment 
of the experts; and he points to the tendency of the experts to 
seize on one aspect of international problems, such as the repara- 
tions problem in the nineteen-twenties, to the exclusion of other 
important aspects. On the second, he emphasises that co- 
operation among experts of different nationalities is rarely a 
problem, the chief difficulty being the persuasion of governments ; 
he stresses the frustration produced by conferences whose purpose 
is to draft high-sounding resolutions, and contrasts it with the 
teamwork engendered by the more recent type of conference 
whose purpose has been to produce agreements; and he under- 
lines the tendency of conferences to prefer the discussion of drafts 
in hand to the investigation of the fundamental nature of the 
problem to be solved. On the third, he emphasises the difficulties 
in getting themselves established encountered by new international 
institutions, imposed full-blown on a world which has hitherto 
managed somehow without them, having to carve out a place for 
themselves under the pitiless glare of the publicity which has 
“sold ” them to the member governments. 

All of these points are of great importance in understanding 
the failures or half-successes of the past, and in assessing the 
possibilities of the present and future. Yet they are points not 
usually taken into account in discussions of international co- 
operation, and points whose significance it takes long and varied 
experience to appreciate. It is therefore extremely useful to 
have the opinions of such old hands as Dr. Beyen on record. 


Harry G. JOHNSON 


King’s College, 
Cambridge. 


No. 243.—vo.. Lx1. 
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Der Volkswirtschaftliche Sparprozess. By Fritz Voiet. (Berlin: 
Duncker & Humblot, 1950. Pp. viii + 512. DM 27.—) 


Dr. Vorct has attempted to discuss in detail the processes 
of saving and investment and their repercussions on the assump- 
tion that in modern economies factors of production are not 
very mobile and prices are relatively rigid. Inspite of his frequent 
protestations to the contrary, his arguments and conclusions are 
basically Keynesian. He favours government intervention on the 
fiscal and physical plane to maintain full employment, and denies 
any automatic tendency towards full-employment equilibrium. 

Much of Dr. Voigt’s disagreement with modern income theory is 
due to his rather odd definitions. He defines, for instance, saving 
as that part of total possible national income providing an “ econo- 
mic reserve.” Thus it becomes possible to say that in under- 
employment equilibrium there exist sufficient savings to finance 
investment, but that these savings are in an organisationally 
unsuitable form and can be made available only by action trom 
the centre. But this definition makes the concept of “ saving” 
as vague as that of “full employment,” and has the further 
disadvantage of being unsuitable for econometric manipulation. 
In his criticism of Keynes, he falls victim to the usual misunder- 
standing of the S = J dogma, now no longer a subject of disagree- 
ment on this side of the channel. He fails to perceive that apart 
from the definitional equality, there exists with a given propensity 
to consume a tendency towards equality in accordance with 
traditional Marshallian equilibrium analysis. 

There is also an interesting discussion of forced saving. This 
is subdivided into two strands, direct and indirect forced saving. 
Under direct forced saving the amount saved remains the property 
of the saver, though not necessarily under his control. Indirect 
forced saving enforces “‘ abstinence” on one group, while the 
equivalent of that abstinence becomes the property of another 
group or runs to waste. This must mean that there exists an 
“ideal” situation of fuli employment with perfect competition. 
The amount saved in this situation can be defined as “ normal” 
savings. Monopolistic gains invested, inflation, and deflation, 
will then lead to forced saving. Inflationary forced saving is, of 
course, the best known example in this field. Dr. Voigt recognises 
that some “ voluntary ” saving—on the part of the entrepreneur 
getting the higher profit—must have been made within the given 
period, but prefers to trace the real saving back to the consumer. 
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Since he does not discuss aggregative functional distribution of the 
national income, his analysis here remains rather vague, and I 
believe that this problem can be handled more easily by an inves- 
tigation of the distributional effects of inflation. 

Dr. Voigt’s debt to Keynesian analysis appears most clearly 
in his discussion of the results of saving. Saving here is a 
black monster destroying incomes in accordance with multiplier 
theory reinforced by the acceleration principle. The outcome is 
over-production and unemployment. Only feverish activity in 
the investment-goods industries leading to a boom can produce full 
employment. There is no tendency towards full-employment 
equilibrium. After discussing the war boom, Dr. Voigt says : 


“‘ Could we not have achieved great progress in peace time 
by a similar organisational effort? But the automatic 
mechanism of any individual economy—and to a greater 
extent of the world economy—could rarely attain this 
object. How short-sighted were public retrenchment and 
reduction of living standards during the Great Depression.” 


The analysis is, however, incomplete, since there is no dis- 
cussion of the possible results of greater flexibility of the price 
system. 

The main value of this book lies in its suitability as a text- 
book for those who read German. We are given excellent 
summaries of all the relevant theories in the various sections. 
The réle of money and of the financial institutions is discussed at 
length. Saving and investment are classified in several suggestive 
ways. In addition, there is a stimulating discussion of some 
sociological aspects of saving. The motives of savers are analysed, 
and the social results of saving are reviewed. There is unfor- 
tunately in these sections no attempt to produce empirical 
evidence in favour of the views expressed. Dr. Voigt throughout 
makes no concessions to that school of thought which tries 
to cast its theories in a form suitable for statistical testing. 
Duesenberry has recently demonstrated the possibility of obtain- 
ing material for such tests in this field, and it is, of course, 
axiomatic that this procedure is preferable to pure introspection. 

It is to be hoped that the length of this volume will not deter 
those with merely a working knowledge of German from reading it. 

JamMES LANNER 

University College, 

Cardiff. 
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Probleme der éffentlichen Finanzen und der Wahrung: Festgabe 
fiir Eugen Grossmann. (Zurich: Polygraphischer Verlag, 
1949. Pp. xiv + 317. S. fr. 25.00.) 


This book on “ Problems of Public Finance and Currency ” 
represents a collective volume by the colleagues and pupils of the 
Swiss economist and public-finance expert Eugen Grossmann. 
It contains fifteen contributions on problems of public finance, 
and seven on currency problems. In addition, there is a biblio- 
graphy of the writings of Professor Grossmann, a list of the dis- 
sertations written under his direction and an introductory address 
by Professor Saitzew. 

Like all such collective volumes—especially of the nature of 
Festschriften—the contributions are of very uneven value and 
interest. Taken together, however, they give a fairly good and 
interesting picture of the present state vf the science of public 
finance and monetary theory in Switzerland, and of the prevailing 
views in these fields. On the whole, the picture shows Swiss econo- 
mists perhaps a little farther advanced along the road to “ func- 
tional finance,’ Keynesian fiscal policies, managed currencies, etc., 
than one generally assumes. These tendencies, however, cannot 
be said to constitute more than variations on what is still a 
strictly liberal theme. 

The first contribution, by Professor Amonn, deals with 


“ Fairness and Efficiency in Taxation.” He shows himself very 


99 66 


sceptical about such concepts as “ fairness,” “‘ equality of sacri- 
fice,” “ proportionate sacrifice,” ‘‘ principle of progression,” etc. 
He takes no note of attempts by recent developments in welfare 
economics to give new meaning to, these concepts, and quotes with 
approval the statement that “ a fair tax is a tax which is paid by 
other people.” He seems, however, to destroy his own case by 
admitting that the creation of “‘ a sense of fairness ”’ is an import- 
ant part of an efficient tax system. This seems to take us back 
roughly to where we started. 

The next article by W. Bickel, deals with “Taxation as an 
Instrument of Equalization of Incomes and Property.” It is 
written mainly from a historical point of view, giving the history 
of views held on this problem by economists in various periods, 
including also a summary of Keynesian views. There follows a 
series of articles mainly of interest to the fiscal specialist. Note- 
worthy among these are an article on Swiss fiscal statistics by C. 
Briischweiler, an article on the prospects of trade-cycle control by 
fiscal policy in Switzerland, by C. Higy (who rates the prospects 
not very highly because of decentralisation to the cantons and 
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local authorities, and because of technical difficulties), an article 
on direct democracy and public finance, by M. Imboden (which is 
very complimentary to the maturity and economic education of 
the Swiss voter in analysing the results of previous referenda on 
taxation problems), and on the state and the national income, by U. 
Zwingli (which supplies useful statistics on the public accounts of the 
Swiss federation, cantons and local authorities). From his figures 
it appears that the total expenditure of public authorities in Swit- 
zerland has been reduced from 28-5% in 1944 to 20-8% in 1947, and 
was then little higher than in 1938 (19-4%). Happy Switzerland ! 

Other articles deal with Swiss price-equalisation levies, Swiss 
taxation on drinks compared with that in Sweden and Denmark 
(Swiss taxation comes out much lower), taxation problems of 
private firms, financial relations between federation and cantons, 
public subsidies for the tourist industry, some conversion 
operations in Geneva between 1863 and 1866, and the views on 
public finance held by Lorenz von Stein. 

The second section on currency problems contains an especially 
interesting article dealing with the “ Effects and Lessons of the 
Appreciation of the Swedish Kroner,” by R. Ottinger, who is the 
economic editor of the well-known Neue Ziircher Zeitung. He 
argues that the lesson for Switzerland is to maintain firmly the 
old-fashioned principle of fixed exchange rates, and not te adopt 
the view underlying the Swedish experiment that exchange rates 
could be made an instrument of short-term monetary, wage or 
price policy. He thinks that the Bretton Woods Agreements allow 
too much play to currency variations. He makes an interesting 
point that the good export proceeds, due to the favourable effect 
of currency appreciation on the terms of trade, had themselves 
the kind of inflationary effect which the currency appreciation was 
designed to counteract. 

Other articles on currency problems include one on “ Recent 
Monetary Experiences and the Theory of Money,” by E. Bongras, 
a historical article on “currency systems,” by R. Biichner, 
articles on the Swiss bilateral payments agreements, on Swiss 
credit problems 1930-48, Swiss currency policy during the seven- 
teenth century and a legal article on “‘ Collision of Laws of Creditor 
and Debtor Countries in the Case of International Loans.” 

Nearly all the authors are teachers at the University of Ziirich. 
Two of the articles are in French, the others in German. 

H. W. SINGER 

United Nations, 

New York City. 
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Social Insurance in Britain. By CuHartes E. CLarKE. (Cam- 
bridge University Press, 1950. Pp. x + 136. 13s. 6d.) 


Axsovut half of this book is devoted to a description of the 
existing scheme of social insurance and a brief history of it. 
The other half is taken up with copious extracts from the Report 
of the Government Actuary on the Social Insurance Bill, 1946, 
to which the author has added the formule for making the kind of 
calculations the Government Actuary had to make in the course 
of preparing his report. As such it is a useful if not a very 
ambitious book. There are cheaper ways of finding out the main 
details of the current scheme, and few but the actuary will need 
to study the various formule. As the author says, the book is 
written primarily for those studying to become actuaries. 

Even judged in terms of this objective the book is singularly 
limited. Perhaps that is because in one sense the subject as 
treated in this way can hardly be said to be a subject of study. 
There is only one British social-insurance scheme, and the calcu- 
lations for it are made by the Government Actuary and his small 
staff mainly at five-year intervals. Moreover, it is very doubtful 
whether concentration on the formule for calculating individual 
contributions gives a fair picture of the work of the Government 
Actuary and of the financial problems of social insurance. 

I can best explain my point in this way. In his report on 
the Bill the Government Actuary calculated to one place of 
decimals the contribution from men and women for each category 
of benefit. Thus the full actuarial contribution for employed 
men was 19-5d. per week for sickness benefit; 1-9d. for death 
grant, and 9-5d. for widows benefits. Given details of the law 
and certain assumptions as to number and age distribution of the 
population, rate of interest, anticipated rates of sickness, un- 
employment and so on the student who understood Mr. Clarke’s 
book could calculate these weekly contributions. It so happens 
that the Government Actuary has just published his first interim 
report on the finances of the Act (H. of C. Paper 103 of 1951) 
based on the experience of the first twenty-one months of the new 
scheme. These show that the total financial estimates in the 
original report were about 15% out, 7.e., £65 million on the income 
side and £77 million on the outgoings. Now this comparatively 
large error was due not to mistakes in the formule which the 
Actuary applied to the basic data but to errors in the original 
assumptions. The total number of employed persons was 
estimated at 2 millions too few, and the number of self-employed 
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by 1 million too many. Experience of sickness and unemploy- 
ment was much lower than had been estimated, and interest on 
balances was £28 instead of £21 million per annum. Most of this 
was to be expected in view of the inadequacy of the data in 1946 
and the uncertainties of the post-war period. But the student of 
Mr. Clarke’s book will hardly gain the impression that the most 
difficult part of preparing an actuarial report on a social-insurance 
scheme is the calculation of the initial assumptions. The author 
takes the statements in the Government Actuary’s report on the 
Bill as though they were revealed truths which cannot be 
analysed and certainly not criticised. I appreciate that one book 
cannot go into all the problems to be overcome in estimating 
future trends of population, age of retirement, number of sick or 
unemployed, etc., but at least I would have thought that no book 
claiming to deal with the “financial aspects of social insurance 
schemes ” could have avoided serious discussion of the whole 
process whereby the estimates and finances of such schemes are 
calculated. If this book represents what the actuarial student 
should know about social insurance, then it would appear that he 
is being trained to take a very minor réle. 
D. N. CHESTER 
Nuffield College, 
Oxford. 


The Wage Adjustment Board. By Joun T. DunLop and ARTHUR 
D. Hux. (Cambridge, Mass: Harvard University Press. 
(London: Geoffrey Cumberlege), 1950. Pp. xii + 166. 
22s. 6d.) 


THE experience of the Administration’s war-time programme of 
wage-stabilisation is not of interest only to students of American 
industrial relations. A number of allied governments instituted 
wage controls during the war, and several liberated Western 
European countries have done so in the post-war period. In 
Britain we have avoided anything more than compulsory arbitra- 
tion, and the National Arbitration Order is now, it seems, to be 
modified, but the increasing pressure of rearmament and the fear 
of war prevent confidence that the future will not bring more 
rather than less interference in collective bargaining. Amongst 
the various examples of “‘ wages policies ’’ in democratic countries, 
only for that of the United States is material readily available 
to the student, and to that material this book is a valuable addi- 
tion. 
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Many of the problems of the War Labour Board have little 
relevance to Britain, because of the important differences between 
industrial relations in the two countries—for instance, the pre- 
valence of “ plant” bargaining in the United States, the late 
development, under New Deal auspices, of widespread collective 
bargaining there and the division of the American trade-union 
movement between two national centres. The pattern of indus- 
trial relations in the American building and construction industry 
is, however, much closer to British experience. With negligible 
exceptions its workers are organised by unions affiliated to the 
American Federation of Labour, and brought together in the 
Federation’s Building and Construction Trades Department, 
which exercises some of the functions of our National Federation 
of Building Trade Operatives. These unions have a relatively 
long history of effective organisation and refused to make use of 
the procedures of the Wagner Act to force employers to bargain 
with them, preferring to rely on their own strength. The em- 
ployers are more highly organised than is common in the United 
States, and wages are settled not for the undertaking but for the 
locality, as they were in the British building industry prior to 
national wages agreements. It is, therefore, of interest that the 
stabilisation policy was administered in the building industry by 
a board of its own (including public representatives) with only the 
most general supervision from the National War Labour Board. 

The pressure of the early stages of rearmament on the con- 
struction industry led to a voluntary stabilisation agreement, 
and the Wage Adjustment Board thus preceded the general 
stabilisation order. The authors show how this Board was con- 
verted into an agency to administer the general order within the 
building industry, how it applied the terms of the national pro- 
gramme, such as the “ Little Steel formula,” to the particular 
conditions of that industry, and how the Board and its staff 
organised their work. The whole is clearly and succinctly set out, 
and the main problems of the Board are well presented. The 
“sound and tested rates’ formula, under which the wages in 
low-paid plants could be brought up to the lower end of the 
bracket of such rates in the locality, was clearly inapplicable to an 
industry which fixed local rates. In a craft occupation reclassifi- 
cation to a higher-paid rate was an easy means of circumventing 
stabilisation. The Board had to consider whether employers of 
non-union and, therefore, low-paid labour should be allowed to 
come up to the local union rate. To enforce a reduction on 
workers moving to a low-paid locality, perhaps to work on war 
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construction, would seem unfair, to allow them to retain their 
previous rates might have undermined the stabilisation pro- 
gramme. The background of these and other problems of the 
W.A.B. are given briefly but so adequately as to make them 
comprehensible to the British reader, and to allow him to appre- 
ciate their difficulties and to follow with interest the Board’s 
efforts to resolve them. 

The main conclusions are readily acceptable. The Board’s 
voluntary origin, its operation through “the established patterns 
of collective bargaining,” the strength of organisation on both 
sides, the ‘‘ unusually large measure of support from the leader- 
ship of the unions,” the great experience of its members in the 
particular problems of the industry, all contributed to the happy 
outcome that “unlike other industries, there were virtually no 
strikes to compel the W.A.B. to change a decision.” Most 
British trade unionists would be likely to suggest that, if wage 
controls proved necessary here, these would be the prerequisites 
of success. The authors also show, however, that the effect of the 
Board’s work, as of the whole stabilisation programme, was not 
to prevent a rise in rates and earnings—both monetary and real— 
but to keep the rate of increase within more or less acceptable 
limits. Moreover, during the war the administration relied 
heavily on patriotism to secure acceptance of stabilisation. 
For just over a year after the war, wage controls were maintained 
in the construction industry alone, and for the first time serious 
attention was given to the problems of enforcement, with the 
result that the Board’s methods had to be considerably revised. 
We may speculate whether, had economic conditions been more 
stringent (so that no rise in real earnings would have been per- 
missible and stricter enforcement would have been required), even 
the advantages of the W.A.B. would have prevented serious 
conflict. Indeed, under such conditions it might be that to leave 
each industry considerable freedom to administer the stabilisation 
policy would be to court disaster, and that only a single national 
authority could be firm enough to resist the pressures arising 
within each industry. 

H. A. CLEGG 

Nuffield College, 

Oxford. 
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Grondslagen en Techniek van de Marktanalyse. By P. J. Ver- 
pDooRN. (Leiden: Bedrijfseconomische Monographieén, Deel 
XVI, 1950. Pp. xi + 667.) 


Tuts work on the Foundations and Methods of Market Research 
is part of a notable Dutch series of Monographs on Business 
Economics. Its object is practical : budgetary control in manage- 
ment, the value of which is increasingly realised, is giving new 
emphasis to the importance of accurate sales forecasts, and the 
author provides a survey of the methods available. The book 
should therefore not be judged as an original contribution to the 
subject, such as Schultz’ Theory and Measurement of Demand, 
but as a comprehensive manual for those interested in obtaining 
results rather than developing methods. 

The author defines market research as “the investigation of 
the structure and development of a market in the interest of an 
efficient policy of buying, selling and producing.” The second 
half of this definition seems unduly pragmatic, but is excusable 
in view of the purpose of the book. By “ market structure,” Dr. 
Verdoorn means the general level of supply and demand for a 
commodity and its composition by regions, groups of consumers 
and undertakings, qualities and soon. With the aid of abundant 
statistical examples, mainly of American and Dutch origin, he 
shows how different types of data can be combined to give estimates 
for these characteristics, both for producers’ and for consumers’ 
goods. From his discussion of geographical subdivisions, the use 
of trunk-call statistics as an index of the self-sufficiency of an area 
should be noted. 

“Market development,” as used here, refers to comparative 
statics and dynamics. The discussion of price influences is not 
altogether satisfactory; what is one to think, for example, of the 
statement “the higher the price, the higher will usually be the 
possibility of substitution ” (p. 238)? Although this is intended 
as an illustration of the Slutsky—Hicks equation for price effects, 
it apparently refers to quality differences, and even if true, seems 
a confusion of two quite distinct problems. Again, in several 
places we find the assertion that if the price elasticity is (say) 
1-5 and the price rises by 10% demand will fall by 15%, a mathe- 
matical mistake which is especially unfortunate in a relatively 
elementary text-book. Dr. Verdoorn also claims that if supply 
varies strongly over time and demand is stable, the price will be 
determined mainly by demand factors (p. 251); he appears to 
mean that the price elasticity of supply is irrelevant and quotes 
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highly perishable farm products as an example. This is not only 
an obscure way of putting it, but also ignores the effect of past 
prices on present supplies. 

As might be expected from a pupil and collaborator of Pro- 
fessor Tinhergen, the author gives proper attention to econometric 
methods of demand analysis. He rightly insists on the priority 
of economic factors over “ discontinuity variables ” and the like. 
It is a pity, however, that for the possibly too successful demand 
analysis for telephone calls (p. 305-7) no standard errors or 
bunch-maps are given. There is also an extensive discussion of 
survey methods, including some remarks on cost in relation to 
reliability. 

A highly valuable feature is a collection of nine full-length 
market studies, most of them hitherto inaccessible. These 
illustrate various methods and refer to such different markets as 
baking-powder in Denmark, tobacco in Hungary, tea in India, 
tyres in the United States, periodicals in Holland, lumber in 
Sweden and sugar, coffee and cotton in the whole world. They 
are incidentally representative of the cosmopolitan spirit which 
permeates the work, though some of the more detailed sections 
are naturally intended mainly for Dutch readers. 

On the whole Dr. Verdoorn has written a very useful book in a 
field where it was certainly needed. The main criticism is that a 
length of nearly 700 pages is somewhat excessive; the author’s 
evident enthusiasm for his subject strengthened his reluctance to 
leave any relevant topic untouched. The word “ foundations ”’ 
in the title may mislead those who expect extensive references to 
economic theory; little or nothing is said, for instance, about 
product differentiation and other aspects of competition. Gener- 
ally speaking, the book is clearly (sometimes even wittily) written 
and well produced. Translations of this work into English and 
other languages might well find a market (rash though this state- 
ment may seem after reading a book on market research), con- 
sidering the lack of close competitors. A difficulty for English 
readers might be that so much importance is (rightly) attached to 
family budgets and data on income distribution, both of which 
types of information are still in an early stage as far as Britain is 
concerned. 

H. 8S. HouTHaKKER 
Department of Applied Economics, 
Cambridge. 
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Studies in Accounting. Edited on behalf of the Association of 
University Teachers of Accounting by W. T. Baxter. 
(London : Sweet and Maxwell, Ltd. Pp. xii +455. 23s. 6d.) 


ProFessor BAXTER has conveniently brought together in one 
volume a number of articles which at one time or another have 
appeared in British and American periodicals. The span is 
broad; the marshalling of subjects a little odd. There are three 
intermittent essays on the history of accounting, followed by an 
exciting piece of journalism, taken from The New Yorker, telling 
of the strange behaviour of one, Raymond Marien, who succeeded 
in creating on the books of the Interstate Hosiery Mills, Inc., 
$1,900,000 in totally non-existent assets—“ A structure without 
foundation which stood up sturdily for four years, and in the end 
fell only because of an accident. It cost Marien much toil and 
brought him no profit.” Needless to add this piéce de résistance 
comes under the heading of Fraud. 

Law is represented by a solitary article dealing with those 
aspects of it which relate to company dividends. There are six 
highly practical papers on final accounts, of which four are reprints 
of either lectures or addresses. Two contributions in this section 
must be singled out, the one for its maturity, and the other for its 
penetration. In Sir Russell Kettle’s remarks on balance sheets 
and profit and loss accounts, clarity and sequence, order and 
method are the virtues and standards of dependable draftsman- 
ship. Mr. Bertram Nelson gave his address early in 1937. He 
was then well to the fore in discerning that as much attention 
must be given to the interpretation of accounts as to their pre- 
paration. 

Management accounting finds space for three contributions 
with a familiar ring to them, and then at last we come to the 
all-important subject of theory. It was a good idea to bring 
together in one connected whole the series of articles written for 
The Accountant by Professor R. S. Edwards under the title of 
“The Nature and: Measurement of Income.” This is indeed a 
useful example of academic accounting discussion, particularly 
in so far as it sponsors the increased-net-worth concept, but how 
much more it would have gained in stature if only we could have 
had some of the spirited letter rejoinders of that great protagonist 
of down-to-earth accounting, Mr. Stanley Rowland. We are 
also glad to see that Mr. Norris’s Economica article on “ Profit : 
Accounting Theory and Economics ”’ has been incorporated in this 
section. For the rest, it is a little difficult to see why the theoretical 
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implications of “ depreciation,” and “ accountants and the price- 
level,” follow with special compartments reserved to themselves. 
We must point out that most of the price-level articles are given 
up to depreciation measurement and stock valuation, though we 
are pleased to find that Professor Paton gets a place in the Ameri- 
can symposium on “ Depreciation and the Price Level.” Most 
Incorporated Accountants, we suspect, will be happy to discover 
that this book closes with Sir Frederick Alban’s paper, read to the 
American Institute of Accountants in September 1948, on the 
discursive subject of ‘‘ Socialisation in Great Britain and its effect 
on the Accountancy Profession.” 

In his introduction Professor Baxter tells us that for the most 
part the essays which he has included in this book have an 
academic flavour. His justification is sound, for ‘‘ the battlefields 
of conflicting theory provide the best training-ground in abstract 
reasoning that accounting can offer to students.”’ Nevertheless, 
academic accounting opinion in the United Kingdom, as repre- 
sented in this volume, is practically confined to those associated 
with the London School of Economics. Even in this select 
company we somehow miss the names of the editor’s predecessors 
in the Chair, Dicksee and de Paula. Perhaps too some of the 
Scottish schools might have expected a claim on the editor’s 
origin. We all have our preferences, as the editor concedes, and 
he makes it plain that his “task has not been to compile an 
anthology of all that is best in accounting, but to fill gaps with 
material that is hard to come by,” and who shall say that he does 
not succeed? 

We lay down this volume with a certain sense of disappoint- 
ment. Somehow its contents do not quite make a connected 
whole. Perhaps after all we were expecting an anthology of the 
best to help us grace our own efforts. Surely there was room 
for one unashamed essay on the philosophy of accounting, and in 
& quasi-academic collection is there no place for that rapidly 
developing subject of accounting for aggregates? Yet must we 
be content, for has not Professor Baxter himself told us that the 
omission of an article does not necessarily mean that he does not 
admire and recommend it. “If it is easy of access, it is dis- 
qualified. Happily a good deal of serviceable reading is now 
coming into better supply, and several much-quoted authors have 
recently published volumes of their collected writings.” 

F. SEwWELL Bray 

Department of Applied Economics, 

Cambridge. 
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Resale Price Maintenance in Great Britain, with Special Reference 
to the Grocery Trade. By J. D. Kuipers. (Wageningen: 
N. V. Drukkerij ‘“ Vada,” 1950. 94%”. Pp. xi + 251.) 


Dr. Kuipers began this doctorate thesis on resale price main- 
tenance in the British grocery trade several months before he 
discovered that the National Institute of Economic and Social 
Research was preparing an extensive study of the Distribution 
of Consumer Goods; it was still unfinished when the Depart- 
mental Committee on Resale Price Maintenance published its 
Report. On hearing of these related inquiries, Dr. Kuipers 
decided to concentrate rather on the analytical part of his own 
work (Part 1) than on the descriptive data (Part 2). ‘Ona 
number of occasions, the writer was refused information on the 
grounds that similar data had already been supplied to the Insti- 
tute.”” Nevertheless, Dr. Kuipers is to be congratulated on 
adding an exceptionally useful increment, in Part 2, to our 
knowledge of the facts, while the analysis in Part 1 is open to 
some objections. 

Part 2 logically precedes Part 1. Dr. Kuipers makes an esti- 
mate of the extent of resale price maintenance in the sale of 
groceries to working-class households. He estimates that in 
1938, total household expenditure on all foodstuffs was 
£1,181,000,000, equivalent to 27-7% of all consumers’ outlay. 
He quotes the Ministry of Labour to the effect that in 1937-38, 
food expenditure averaged 39-5% of family outlay for industrial 
and 48-4% for agricultural workers. He then makes an estimate 
of the percentage of weekly food expenditure made on fifty types 
of food and removes from his calculation those items of food 
expenditure which are not normally sold by grocers. Those items 
represented approximately 42% of total expenditure on food by 
industrial households and 35% by agricultural households. After 
eliminating outlay on non-grocery lines, he then estimates the 
proportion of various lines normally handled by grocers which was 
sold outside the grocery trade, ranging from 92-5% in the case of 
bread to 5% in the case of coffee. He finally arrives (Table 4, 
p. 156) at the approximate average composition of grocers’ turn- 
over in food lines when account is taken solely of sales to working- 
class households. These results are extremely interesting. He 
follows with brief case studies of retail price maintenance for ten 
main groups of groceries: the extent varied widely from 80% of 
all cocoa to none (at that time) in the sale of shell eggs. He finally 
concludes that between 18-59 and 21-15% of grocery sales in the 
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working-class trade were price maintained; this percentage was 
significantly higher for merchandise sold by the independent stores 
(36%) than by the multiple and co-operative groups (13%). 

For the purpose of the analysis in Part 1, we are asked to 
assume that the alternative to resale price maintenance is wide- 
spread price-cutting; that such price-cutting would affect the 
consumers’ interests adversely; and that there are no grounds 
for assuming that, in the absence of price maintenance, the out- 
come would be determined on the healthy basis of competition. 
On these assumptions, Dr. Kuipers argues that price maintenance 
is in the public interest, providing no restraint is imposed on the 
payment of deferred rebates by particular traders. He notes that 
the co-operative stores are not prevented from paying the dividend 
on price-maintained foods. Admittedly, “common sense as well 
as economic theory, decrées that a retailer whose costs are lower 
than those of his fellows should undersell them.” But Dr. 
Kuipers thinks that we could have our cake and eat it if only 
private traders would, as they do in his own country the Nether- 
lands, extensively adopt the practice of paying deferred rebates 
comparable to the co-operative dividend. He claims that his 
is an eminently practicable solution : “ It may surely be assumed 
that if the concept of resale price maintenance can be adjusted so 
as to accept the co-operative dividend, it would also be practicable 
to relax the requirements of this system so as to permit the pay- 
ment of deferred rebates . . . by the private trader.” Unfor- 
tunately, reality is not so sweetly reasonable. He suggests that 
if British traders adopted the voluntary chain system in use in 
several other countries, a move in the direction of a discount 
system might be expected to follow. But it is just the weakness 
of price competition at retail in Britain which prevents the adop- 
tion of such technical improvements here. Perhaps it is the 
insufficient attention he pays to the association of resale price 
maintenance with other forms of control, such as “ protected pre- 
ferential lists of manufacturers,” that allows Dr. Kuipers to imply 
that we have only to suggest to traders a system of deferred 
rebates and they will adopt one: Moreover, does he think the 
Trade Associations like the co-operative dividend on protected 
groceries? A glance at the treatment accorded the co-operatives 
in the non-food field, where they are much less strong, suggests 
that the powerful position of the co-operatives in the food 
field (they hold 25% of sugar registrations) has a great deal to do 
with the reasonable treatment accorded them br the Trade 
Associations in that field. 
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The main weakness of Dr. Kuipers’s theoretical analysis is his 
neglect of the time factor. The analysis of resale price main- 
tenance on the static assumptions is a relatively easy didactic 
exercise. What is now needed is not to repeat it but to consider 
the dynamic implications; the prediction of cut-throat competi- 
tion and excessive mortality of retail outlets as the result of 
proscribing resale price maintenance has an anachronistic ring; 
the contention that resale price maintenance does not inhibit 
technical advance because there have been technical innovations 
in retailing in the last fifty years is not good enough. Can we 
afford to wait another half century for an increase in productivity 
in the distributive trades ? 


MarGaRET Hath 
Somerville College, 
Oxford. 


Private Corporations and their Control. By A. B. Levy. Two 
Volumes. (London: Routledge and Kegan Paul, 1950. 


Pp. x + 916. 70s.) 


Tuis is the latest addition to the International Library of 
Sociology and Social Reconstruction. It is mainly conceraed 


with the historical development of the private corporation in 
Europe and the U.S.A., and makes a comparative study of the 
more important legal provisions governing their operation at the 
present time. Part I is chiefly historical (Chapter I), though it 
also includes a short section (Chapter II) on the relative import- 
ance of corporate enterprise in different national economies, the 
dispersal of share ownership and control by management groups. 
Part II (Chapters III and IV) is concerned with the legal structure 
(capital, shares, liability of shareholders, etc.), the technicalities 
of company formation, shareholders rights and duties, and the 
control of companies (general meetings, voting rights, nominees, 
the position of directors, preparation of accounts, changes of 
capital, etc.). 

These two volumes will be welcomed if only because there is 
a serious lack of up-to-date and authoritative publications in this 
field. But I imagine they will come as a disappointment to many 
economists who have been waiting for a critical study of the 
economic problems of corporate enterprise—where (and why) 
does the power of decision lie, how are business decisions affected 
by the form of the company, its capital structure, etc.; how is the 
growth of the scale of enterprise affected by the legal and institu- 
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tional framework to which companies must accommodate them- 
selves ?—and so on. This book pays little or no attention to 
these problems. It is mainly descriptive, and the whole approach 
is that of the company lawyer rather than that of the economist. 
The title suggests an emphasis on problems of control, but the 
treatment is confined entirely to the internal control of the 
corporation and such external restraints as are imposed by (in 
Great Britain) the Companies Acts. The general issues of social 
control of private corporations, which are nowadays uppermost in 
the minds of most people, are almost entirely neglected. 

Company law is necessarily confined to a very limited sphere of 
controi—the prevention of fraud, the protection of potential 
investors, the securing of a proper degree of control over manage- 
ment by the ordinary shareholders without frustrating efficient 
and enterprising management, etc. These matters are dealt 
with competently enough by Dr. Levy. But modern company 
legislation has also been partly responsible for the growth of giant 
corporations with consequences which may impede economic 
efficiency and imperil democratic government. Is it true that 
the techniques evolved both here and abroad for the control of 
private monopoly power have been ineffective and that the public 
corporation is the only satisfactory answer? There is some reason 
for believing that in Great Britain such controls have been either 
so loose as to be quite inadequate or so tight as to make a mockery 
of private enterprise. On either count therefore the case for some 
form of public enterprise has been difficult to gainsay. But these 
matters have never been properly investigated, and Dr. Levy does 
nothing to improve the position. It is probably true that the 
Import Duties Advisory Committee was not equal to the task of 
controlling the activities of steel firms during the nineteen-thirties. 
It may or may not be true that the Steel Board was, or would 
have been, equally ineffective during the post-war period. In the 
absence of more research into these questions the case for public 
enterprise tends to go by default. 

It would be wrong to suggest a complete absence of argument 
and critical comment. Dr. Levy is critical of the privileges 
attaching to the private company, and he feels strongly about the 
protection of shareholding minorities. But he is obviously 
reluctant to let himself go, and too often confines himself to merely 
reporting the opinions of various authorities. Many economists 
will turn most expectantly to Chapter II, but they will find 
nothing new there. The obvious and well-known authorities 


(Sargent Florence, Berle and Means, the Temporary manana 
0. 243.—VOL. LXI. 
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Committee of the U.S. Congress on the Concentration of Economic 
Power, etc.) have been carefully sifted and the results intelligently 
collated. But that is all. 

Nevertheless, this is a very valuable compilation. I know of 
no other source where one can so readily find reliable potted 
information on the history of private corporations and their legal 
position in the leading industrial countries of the world. Some 
of the authorities used by Dr. Levy are beyond the reach of many 
of us, and we should be grateful to him for this book. Students of 
economics are frequently deficient in their knowledge of economic 
institutions, and this seems to apply particularly to the joint- 
stock company. Although it is perhaps too detailed for the 
purposes of some, it can readily be recommended to them as a 
source of reference. 

Because so little research has taken place in this field in Great 
Britain oneturns to a new bookof this kind with great expectations. 
These expectations are not realised by Dr. Levy, but it is only in 
this sense that we are disappointed. Within its limits it is 
exhaustive and well informed. There should definitely be a 
place in our libraries for this work. 

A. BEACHAM 
University College, 
Cardiff. 


Road Haulage Operation: A Student’s Handbook. By Grorce 
Dickinson. (London: Pitman, 1950. Pp. viii + 187. 15s.) 


Mr. Dickinson has set himself to write a ‘“ students’ hand- 
book ” covering the syllabuses prescribed by the Royal Society 
of Arts and the Institute of Transport for their examinations in 
Goods Transport Operation. He provides candidates with the 
points they will be expected to include in their answers and avoids 
the risk of confusing their minds with any great show of argument. 
Four of the eight chapters describe the internal organisation of a 
privately owned road-transport undertaking of the larger sort 
engaged in the carriage of goods. A fifth is given to the duties 
of the driver and a sixth to the vehicle. There is little here to 
interest an economist and the treatment is at too elementary 4 
level for the specialist. The ‘‘ owner driver,” we are told on p. 5, 
“ still remains the typical unit in the general haulage industry 
and it is equally evident that the small trader operating locally 
a single vehicle in retail distribution is predominant among the 
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‘C’ licence holders.” But the serious student will find nothing 
about these, the most usual forms of road-haulage operation, since 
the author devotes his attention to the, presumably atypical, 
larger undertakings. 

Mr. Dickinson touches lightly on economic problems. The 
older-fashioned will no doubt be surprised at a classification of 
the responsibilities of management which lists, apparently equal 
in rank with the duty to shareholders, an obligation to co-operate 
with government in promoting full employment. The railways 
and public utilities, one knows, have been seized upon to play a 
part in counter-acting the trade cycle, but there is room, one 
might have thought, for a useful division of labour between the 
managers of road-haulage undertakings and the Central Economic 
Planning Staff. In his chapter on costs and rates Mr. Dickinson 
makes the good point that costs, ascertained from the books, are 
at best arbitrary and more significant as a means of comparing 
different ways of doing the work than as a rule for fixing price. 
But the essential simplicity of the distinction between “ fixed ” 
and ‘“‘ variable’ costs is obscured by an interpretation which 
supposes that the reader has assumed all the former to be un- 
changing through time (p. 115) and again on p. 118 by an apparent 
confusion between “ gross” and “ average ”’ fixed cost. 

Professional mystery is revealed in five pages on the co- 
ordination of inland transport. The trader, we are invited to 
assume, with his predilection for cheapness (pp. 32 and 150), is 
less competent to judge the legitimate requirements of trade and 
industry than men professionally engaged in transport. Co- 
ordination is a task for the transport man. Co-ordination, simply 
defined on p. 148 as a proper relationship between the several 
transport agencies, has, on p. 149, “ one salient feature not always 
clearly appreciated,” that “ perfect co-ordination leaves no scope 
for competition.” Monopoly, and only monopoly, it appears, can 
“properly ” relate the several parts of a system of inland trans- 
port. That inference assumes one of the things yet to be proved 
in current discussion of transport policy ! 

Mr. Dickinson recapitulates the Motor Vehicle (Construction 
and Use) Regulations 1947. He provides an index and appends 
specimen contracts for the hire of motor vehicles, a wage agree- 
ment, conditions of carriage, warehousing and so on. 


GILBERT WALKER 


University of Birmingham. 
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Maize in the Great Herbals. By Joun J. Frnan. (Waltham, 
Mass.: Chronica Botanica (London: Wm. Dawson), 1950. 
Pp. 191. $3.) ; 

WHEN Europeans first reached America maize had long been 
cultivated in the New World from the Islands of the West Indies 
to the mainland and throughout its vast dimensions. It -was a 
staple among the natives, and its cultivation and use was asso- 
ciated with many ancient traditions, ceremonies and rites, as 
Longfellow recorded in his Song of Hiawatha. 

Discoveries of hidden stores of this grain are said to have made 
it possible for the first settlers in New England to survive their 
first winter, and it was inevitable that such a valuable addition 
to the cultivated cereals should speedily be transported to Europe. 
There is indeed a legend that Norse explorers Karlsefin and 
Thorfin, who reached the mainland of America about the year 
A.D. 1000, brought back ears of maize when they returned. 

Whether they did so or not, the early printed Herbals both 
describe and illustrate the plant. Most of the writers of Herbals 
before Brunfels were satisfied to appeal to authority in their work, 
or in other words, to copy the verbal descriptions of plants from 
their predecessors or from classical sources. Similarly, their 
illustrations were derivative and as they were copied time after 
time became “ little more than diagrams of the general appearance 
of plants and are often unrecognisable.” Brunfels broke away 
from this stultifying method and designed his illustrations from 
the actual plant in 1530, and Fuchs continued this work on a 
larger and more elaborate scale in his De historia stirpiwm 1542. 

By this time two varieties of maize were recognised by the 
herbalist. One had an ear of about eight or ten rows with some 
“ flag ’’ leaves, few tassel branches and a generally slender culm 
and lacked prop roots. Dr. Finan suggests that this type may 
have been introduced from the Caribbean by the Spanish explorers, 
though this type was called Turkish Corn and was supposed by 
the Herbalists to come from the Orient, via Greece or Asia Minor. 
It was certainly grown in Germany and the Low Countries only 
fifty years after the discovery of America. The other type known 
as Indian Corn was admittedly brought from America. 

The plant is of great economic importance, and has been 
largely used in South-eastern Europe as a human food, while 
much of our own First World War agricultural economy was 
built up on the use of the imported supplies of grain for feeding 
livestock. 
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Besides America and Europe the early Dutch settlers in South 
Africa took the plant there, and almost at once it came to play a 
large part in the economic life of both the natives there and the 
settlers. 

Maize has become a plant of widespread importance and 
Dr. Finan’s painstaking work on its history in the great herbals 
will be welcomed by botanists and economic historians alike. 

G. E. FussErw 
Diss, 
Norfolk. 


Sveriges ekonomiska historia fran Gustav Vasa (The Economic 
History of Sweden since Gustav Vasa). By E11 F. HECKSCHER. 
Volumes III and IV. (Stockholm, 1949. Pp. Ixii + 894 + 
58. Separately 38 diagrams and 11 cartograms. Price Sw. 
cr. 95.) 


THE historical work of Professor Heckscher is distinguished 
by an unusual many-sidedness. Internationally he is perhaps 
best known as the author of the great work on “ Mercantilism,” 
and he has always retained a great interest in theoretical problems 
and more particularly in the development of economic ideas. 
Even in recent years he has on several occasions reverted to the 
discussion of problems of this kind. Ever since the publication of 
Mercantilism, however, the main share of his time has been devoted 
to investigations concerning the economic history of Sweden 
since the end of the Middle Ages. Two bulky volumes dealing 
with the sixteenth and the seventeenth centuries were published 
in 1935 and 1936 respectively. In the early months of 1950 two 
additional volumes appeared, carrying the narrative down to 
the end of the Napoleonic wars. 

However different in its subject-matter, this great work dis- 
plays in some respects an unmistakable affinity with the more 
theoretical publications of the author. In his historical researches 
Professor Heckscher has always aimed at achieving a high degree 
of quantitative provision which lends itself easily to theoretical 
analysis. As far as possible, the discussion is based on a statistical 
ground-work. This was so even in the earlier volumes of Sveriges 
ekonomiska historia, although the paucity of data which were 
amenable to statistical elaboration put comparatively narrow 
limits to quantitative analysis. The eighteenth century offered 
much more favourable possibilities in this respect. Interest in the 
compilation of statistics was rapidly increasing at that time, and 
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Sweden formed no exception from the general rule—quite the 
reverse. 

As for population statistics, Sweden was rather in the van- 
guard. As early as in the middle of the eighteenth century a 
central statistical office was instituted by the government, and 
from that time on there exists an unbroken series of population 
statistics affording valuable information about the course of 
births and deaths as well as about the distribution of the popula- 
tion by sex and by age groups, to some extent also according to 
professions. Statistical data had been collected even for some 
time previously, and on the basis of those unpublished returns 
Heckscher has been able to carry the series of Swedish population 
statistics back to 1720, although the information is less complete 
than after 1748. Some of those figures have recently been pub- 
lished by Heckscher in the Economic History Review. 

Besides the population statistics there is also a comparatively 
rich supply of statistics concerning foreign trade and shipping, as 
well as monetary conditions including price statistics. Some of 
that information has been made use of by earlier writers, but by 
none in so systematic a way as by Professor Heckscher. He has 
also been able to supplement the data on various points. 

There are, however, some important fields where the lack of 
statistical sources renders the work of the economic historian 
particularly difficult. Apart from a few special branches of 
trade, there is very little statistical information on the course of 
production. The leading manufacturing industry at that time, 
the production of bar-iron, was pre-eminently an export trade, 
and in that case foreign-trade statistics are a tolerably accurate 
indicator of developments, even if they fail to register such year- 
to-year variations as may be more or less offset by changes in 
stocks. As a by-product of his work, Professor Heckscher has 
enriched the information on iron production in Sweden by a 
detailed study of the accounts of some leading iron-works. As 
regards the incomparably most important branch of production, 
agriculture, we are, however, left pretty much in the dark. The 
foreign-trade figures though valuable are quite inadequate as a 
measure of the progress of agriculture. Sweden in the eighteenth 
century was a regular importer of grain, but the surplus of imports 
was not very considerable. In the 1780s, when it rose to record 
figures under the influence of severe crop failures, it may have 
represented something like 10-12% of the production. Towards 
the end of the period conditions were gradually changing, and in 
the 1820s Sweden became on balance an exporter of grain. 
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Earlier estimates of agricultural production in the eighteenth 
century had been based on more or less arbitrary assumptions 
about consumption per head of the population. Professor 
Heckscher has tried to arrive at more definite calculations. All 
through Sveriges ekonomiska historia he has made it one of his 
leading objectives to trace the development of the standard of 
living of the great mass of the people. On the basis of accounts 
from some castles of the Crown as well as a number of private 
landed estates he has been able to ascertain the consumption per 
head of grain and other important food products at the meals 
provided for the servants. It is thus a standard of nourish- 
ment (of calories) rather than a standard of living in the usual 
sense. 

The resulting figures seem to show that the sixteenth century 
was characterised in Sweden by a state of rude plenty. In the 
seventeenth century there was a distinct set-back, while the 
eighteenth century gave evidence of some recovery as far as grain 
products are concerned, without, however, regaining the level of 
the sixteenth century. As for animal foods consumption seems 
to have been cut down still further in the eighteenth century, 
possibly under the influence of the encroachments of arable land 
on the meadows and waste. 

On the basis of the average grain consumption calculated in 
this way, Professor Heckscher arrives at figures of total consump- 
tion. He does not raise any claim to strict accuracy, but he 
thinks his estimates come nearer to the truth than those previously 
advanced. Everything depends, of course, on the question 
whether the consumption figures which provide the basis for the 
estimates of Professor Heckscher are representative or not. On 
that crucial point opinions seem so far to be somewhat divided, 
the critics being, however, unable to improve upon the data dis- 
covered by Professor Heckscher. 

From the point of view of science, literature and general 
culture the eighteenth century was a rich one in the history of 
Sweden. But the social background of the picture was less 
pleasant. Professor Heckscher’s investigations, which cover a 
very extensive field including, in addition to agriculture, the 
iron-works, the ‘‘ manufactures’ and the handicrafts, confirm 
the general conclusion, suggested by agricultural developments, 
that the average standard of living, even if somewhat more satis- 
factory than in the seventeenth century, remained rather low and, 
at least in some cases, tended to deteriorate once more during 
the latter part of the period. Conditions in the industrial pro- 
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fessions do not seem to have developed more favourably than in 
agriculture. 

Some of the information on which Professor Heckscher bases 
his calculations may perhaps be impugned, but there can scarcely 
be any doubt that his main conclusions are right. The population 
was increasing more rapidly than before, but the manufacturing 
industry remained much too weak to provide employment for the 
“surplus ” population. Agriculture had to take care of most of 
it. The Enclosure Movement, sponsored and controlled by the 
State, which was started in the middle of the eighteenth century 
and acquired additional impetus in the beginning of the nineteenth 
century, did much to alleviate the strain. Yet the problem of 
the “surplus” population could be solved only at the price of 
an especially rapid growth of the most indigent strata of the rural 
population such as crofters and cottagers. Some of them suffered 
from a more or less permanent state of half-employment which 
in years of serious crop failure became outright unemployment. 
In this way, in Sweden as in many other countries, an “ agrarian 
reserve army ”—to use a quasi-Marxian term—was created which 
exerted a downward pressure on wages. Conditions were not 
improved by an Act of Settlement of the same kind as that in 
force in England, which aimed at restricting the free flow of labour 
between the different parishes. 

The problem of rural over-population was an international 
one. Even in England, in spite of her early industrialisation, it 
made itself felt and complicated the problem of poor relief. In 
Sweden, as in many other countries of Western Europe, the 
pressure of the “surplus” population did only cease in the 
nineteenth century under the combined influence of industrialisa- 
tion and emigration. The farther east one went in pre-war 
Europe, the more harassing did the problem become. In Russia 
and several other countries in Eastern Europe it was still unsolved 
on the eve of the First World War, and it contributed greatly to 
the disintegration of the Russian society. 

One of the great attractions to the economic historian of the 
eighteenth century in Sweden, however unpleasant to those who 
had to carry on as best they could through it all, was the refreshing 
readiness of the government to embark on any kind of economic 
experimentation. This feature was particularly in evidence in 
the planning of monetary policy. 

When in 1765 the political party of the “ hats ” was defeated 
by the “ caps ” after a prolonged period of inflation, alternating 
with extremely crude experiments with a “‘ managed ”’ currency, 
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the ‘‘ caps’ showed themselves more unflinching adherents of 
the quantity theory of money than might easily be imagined. 
They started a policy of “ orderly ” deflation. A certain amount 
of Riksbank notes was to be withdrawn from circulation every 
year, and the rate of exchange against the silver standard of 
Hamburger banco was to be lowered to what was thought a pro- 
portionate extent. All went well in the beginning, but gradually 
the plan leaked out. Notes were hoarded to an increasing extent. 
An acute stringency developed in the money-market, and in a 
few weeks the exchange rate dropped to a point not far from what 
was considered the “ parity ” level, thereby throwing the export 
industries in particular into a violent crisis and, by the way, 
flinging the “‘ caps ”’ out of office. 

The devaluation and the stabilisation of the Swedish currency 
on a silver basis in 1776 was % very successful operation. But 
only a few years afterwards, about 1790, the country was ripe for a 
new monetary experiment. The Royal Government, which had to 
finance a war against Russia, required the Riksbank to expand its 
note issue, but the directors of the Riksbank, which was dependent 
on the Riksdag, refused co-operation. The solution found was 
in some respects similar to the system adopted in England in the 
First World War. The Riksbank was left in peace, while the 
Government started a note issue of its own. There, however, the 
analogy stops. The Government notes in Sweden depreciated 
rapidly against the Riksbank notes, and in that way two kinds 
of notes circulated concurrently without any fixed relation to 
each other. 

It goes without saying that the troubled monetary history of 
Sweden in the eighteenth century is a fascinating study to an 
economist, and Heckscher has devoted a quite particularly 
interesting chapter to those problems. The volumes are con- 
cluded with a survey of the development of economic thought in 
eighteenth-century Sweden. 

It certainly is no exaggeration to say that Heckscher’s work 
is one of the most interesting that has been published for some 
time in the field of economic history. It is much to be deplored 
that language difficulties make it inaccessible to many economists 
and historians who are anxious to get acquainted with it. Pro- 
fessor Heckscher has always warned his students not to over- 
estimate the influence of economic policy on actual conditions. 
He has emphasised the need of a realistic approach which takes 
as its chief aim to trace the actual economic developments. 
This in conjunction with his statistical bent renders his work more 
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congenial to the theoretical economist than investigations where 
the theoretical problems are more or less lost sight of behind 
the veil of historical facts. At the same time his general approach 
to historical problems and the statistical analysis are of great 
interest to the historian proper, whether or not he is inclined 
to try the methods successfully elaborated by Professor Heckscher. 
It is much to be hoped that this great work will in some way be 
made accessible to a wider circle of readers. 
ARTHUR MONTGOMERY 
Stockholm. 


Svensk Industriell Féretagarverksamhet: Kausalanalys av den 
industriclla utvecklingen 1919-39. By Ertxk Daumin. (Stock- 
holm: Industriens Utredningsinstitut, 1950. 2 volumes. 
Pp. 428 + 295.) 


Tuis study of entrepreneurial activity in Sweden in the period 
1919-39 should command wide attention. Influenced particu- 
larly by the ideas of Schumpeter and Johan Akerman, it represents 
a reaction against the tendency to concentrate on aggregates. 
Mr. Dahmén believes that to understand the driving forces in an 
economy one must probe behind such concepts as income, invest- 
ment and consumption. He feels that the study of economic 
development has been hindered in some ways by the excessive 
attention given to the business cycle, even allowing for the marked 
improvement due to recent econometric research. An economic 
historian and an economist interested in cyclical fluctuations, 
both working on the same period, seldom dwell in the same 
universe of discourse; and neither of them manages to give 
satisfactory answers to some of the deeper questions raised by 
economic growth. It is therefore felt that economists would do 
well to take a holiday from Keynesian aggregates and pay heed 
to the lessons taught by pioneers such as Veblen and Schumpeter. 
Mr. Dahmén has worked out a technique deriving from this tradi- 
tion, and has shown considerable skill in using it to interpret a 
voluminous mass of statistical data on the changing structure of 
Swedish industry between 1919 and 1939. The statistical basis 
of the work is set out in full in Volume II. 

The plan is on an ambitious scale. The Introduction sketches 
the economic growth of Sweden up to the First World War, 
places the period 1919-39 in its international setting and describes 
the analytical tools to be used to investigate the process of 
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industrial “transformation.” In Part II we are given the 
results of a detailed scrutiny of the expanding, stagnating and 
declining industries in Sweden between the Wars; and Part III 
traces the pattern of enterprise in the various departments of 
the economy—the births and deaths of individual firms. 

This is not another conventional survey showing how faithfully 
the organisation of industry follows the axioms of the text-books. 
The author takes pains to fashion tools appropriate for the job in 
hand. A recurrent theme is the incessant struggle between the 
new and the old—a process which implies on the positive side 
the application of innovations and the launching of new products, 
and on the negative side the liquidating of technique and commo- 
dities which become obsolete. Mr. Dahmén introduces the idea 
of “structural tension ” arising because a technical advance in a 
certain stage of production or region is not accompanied by an 
essential complementary advance in other stages or regions. 
Such a situation is inelegantly described as an “‘ incomplete block of 
development,” and is the seed-bed from which one or two of the 
more potent driving forces are found to emerge. Much use is 
made of this concept, and it is hinted that it could be applied with 
advantage to the analysis of international economic adjustments. 
Another central idea turns on a distinction which many readers 
may find ambiguous. An expansion in the level of activity in an 
industry takes place as a result of either an external change—a 
favourable shift in the conditions of demand for the product 
(without any alteration in the production or price policy of the 
firms) or an internal change—the offer of a new commodity, an 
advertising campaign or a new price policy. It is argued that in 
the twenties the latter type of expansion was dominant in Swedish 
industry, whereas in the thirties the pure increase in demand 
was the prominent feature, caused partly by the fulfilment of 
“development blocks” which had been started in the previous 
decade. Clearly it is impossible to give any statistical precision 
to such a distinction, and one is not convinced that it adds much 
to the value of the analysis. 

Part II brings out in a striking manner the dynamic implica- 
tions of the struggle between new and old commodities. There is 
no need for Sweden to-day to send Productivity Teams to the 
United States; her entrepreneurs were enthusiastic in adopting 
American methods during the twenties, and the already strong 
tradition of technical education developed by leaps and bounds. 
A range of commodities which had just made their appearance in 
1919 and represented 4% of the aggregate sales value of Swedish 
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industrial output coristituted as much as 23% of the total by 
1939. 

The most original section of the book is: devoted to the rise 
and fall of business firms. The author was: aided by the willing- 
ness of several thousand companies to fill up a fairly elaborate 
questionaire, and he had access to unpublished official and private 
material. For an admirable discussion of the statistical basis of 
this inquiry the reader is referred to pp. 177-84 of Volume I, 
The results are striking. Over a half of the number of firms in 
existence in 1940 had been started after 1918; and, partly as a 
result of changes in methods of distribution and the tendency 
towards monopolistic competition, e.g., the trade-mark system, 
a substantial number of these new firms were small ones. Of 
particular interest was the change in the social stratum from which 
the entrepreneurs were recruited; the full statistical details for 
each branch of industry are given on pp. 279-87 of Volume II. 
Before 1914 the builders of enterprises came from a narrow section 
of society, the relatively affluent class; they concentrated on the 
country’s raw materials, and their firms grew big. Between the 
wars a surprisingly large proportion of those who started businesses 
were workers, most of whom went into industries producing for 
the home market. Moreover, a number of these small firms wete 
started in the depth of depression. Among the reasons for this 
remarkable development were the growth of educational facilities, 
easy access to credit, decentralisation of economic activity due to 
transport and electricity and the emergence of a milieu increasingly 
favourable to small-scale operation (e.g., differentiation of con- 
sumers’ demand and sub-contracting). 

The driving force of innovations and new commodities was 
at work in other countries as well as Sweden during the twenties; 
but why was the rate of expansion in Sweden in the thirties so 
much greater? Mr. Dahmén points out that Sweden was strongly 
under the influence of American methods, vigorously exploited 
her own inventions, had the good fortune to avoid the ravages of 
war and received a powerful impulse from the buoyancy of her 
pulp industry. If the Government’s monetary policy in the 
early thirties had not been wise, the upward movement would 
have been a little slower. 

A review can touch on only one or two of the many topics 
dealt with—perhaps at excessive length—in this interesting book. 
The Swedish brand of Fabian socialism seems to be moving 
towards a property-owning democracy, judging by the marked 
change in the social origin of business-men. Perhaps the true 
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“ middle way ”’ which Sweden can evolve is an Old World welfare 
state infused with the inventiveness, resourcefulness and pro- 
ductivity of America. 

In his conclusion the author reiterates his conviction that 
business-cycle analysis is overdone. What he wants is a study of 
“the periodicity of economic transformation.” Despite the 
looseness of some of his concepts, Mr. Dahmén is to be con- 
gratulated on a book which is both solid and stimulating. Its 
quality owes much to the method of thinking which Professor 
Johan Akerman has been developing over many years. The 
book contains a short summary in English. It is a great pity that 
it has no index. 

BRINLEY THOMAS 

University College, 

Cardiff. 


La société belge sous occupation allemande 1940-1944. (Tome I: 
Alimentation et état de santé; Tome II: Mode de vie. Com- 
portement moral et social; Tome III: Les travailleurs déportés 
et leur famille). By G. Jacguemyns. (Brussels: Nicholson 
& Watson, 1950. Pp. 538, 503 and 143.) 


In 1946 Professor Jacquemyns published an account of social 
conditions in Belgium during the German occupation, under the 
title La société belge sous Voccupation allemande 1940-1944 : 
Privations et Espoirs. Now he gives us, in three substantial 
volumes, a large proportion of the original material on which that 
study was based. 

Early in 1941 Professor Jacquemyns was asked by Alexandre 
Galopin, Governor of the Société Générale de Belgique and Vice- 
President of the Fonds National de la Recherche Scientifique, to 
take charge of an investigation into social conditions, partly in 
order to provide a permanent record of the experience of occupa- 
tion, more immediately in order to establish the factual basis 
underlying current complaints of distress and thus to make it 
easier to seek some means of amelioration. For more than four 
years the inquiry was in progress and was directed towards the 
five major topics named in the titles of the various volumes. 
The method followed was to inquire into the lives of a sample of 
families who were willing to co-operate and who were selected 
from the employees of firms in different types of business in 
various parts of the country. It was, unfortunately, quite 
impossible to keep the sample anything like uniform for all the 
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periods of the investigation; but, though the size of the sample 
varied greatly in different branches of the inquiry and at different 
times, its proportionate composition seems to have been steady 
enough on the whole to make comparisons through time practicable 
though not completely reliable. For each family a detailed 
monthly budget was obtained, and in addition the investigators 
prepared more general monographs describing the circumstances, 
experience and attitudes of each family individually. Much of the 
information was compressed into statistical form and studied as 
a whole, as a basis forgeneral conclusions, but abundant individual 
instances are given in support of the generalisations, and more 
than half of the second volume is devoted to reprinting in full the 
monographs on forty-three families studied between November 
1942 and July 1943. The results are impressive in their range 
and minuteness of detail. Here can be found, set out with 
voluminous tables of figures and lavish diagrammatic illustration, 
an immense documentation of the daily lives of thousands of the 
working-class population at different periods of the occupation: 
to what extent their ration coupons were honoured, what they 
bought on the black market and how much they paid for it, how 
much food they consumed and what proportion of their income 
it cost, how their weight varied, how many clothes they possessed 
and how much it cost to buy such new ones as were obtainable, 
how much they received from husbands or sons sent to work in 
Germany and how much they spent on sending food parcels to 
them, what political changes they hoped or expected to see in 
Belgium after the war and many other details. 

It is clear that many of the most pressing problems of daily 
life were not attributable merely to the existence of occupation by a 
victorious enemy, but arosefrom being caughtup,in whatever capa- 
city, in total war. In kind, most of the burdens and changes here 
described are familiar enough in Britain : thenecessity, for a country 
normally dependent on foreign trade for a large part of its susten- 
ance, to seek new sources of supply and to exploit internal resources 
more intensively when war closes established commercial channels; 
the administrative difficulty of efficiently rationing scarce goods; 
the increasing emphasis on securing meals as little unsatisfactory 
as possible and the related appearance of queuing as an accepted 
feature of daily life; the dwindling supplies in wardrobes and 
linen-cupboards and the increasingly desperate devices of make- 
do-and-mend; the splitting of families through departures to 
work in distant places. In degree, however, some of these burdens 
were specially heavy in occupied Belgium. An average daily net 
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intake of only 1,983 calories by heavy workers between April 
and June 1941 is testimony of the serious food situation at that 
time, a situation which later improved appreciably, so that by 
1943 heavy workers obtained about 2,500 calories. The prices 
of essential foods were also allowed torise very considerably with the 
result that, between 1941 and 1943, 70% of the expenditure of an 
average working class family went on food, as compared with 
58% in 1929. All these difficulties, however, though they 
imposed a great strain on the health of the population, seem to 
have stopped short of seriously undermining it. 

Two criticisms of the arrangement and coi.cent of the book 
spring to mind. The first is that the reprinting of the various 
war-time reports of the investigation exactly as they were written 
and presented at the time has led, as the author readily admits, 
to some repetition. In fact, the amount of repetition and re- 
capitulation is very large, and judicious excisions would have been 
most advantageous. 

More serious is the misleading nature of the title. “‘ La 
société belge’’ implies a study of all the major classes of the 
population, which this work does not provide. Its concern is 
almost exclusively with the working-classes, especially with heavy 
workers. The families whose lives were investigated were mostly 
those of miners and metal-workers, together with some of those 
of glass-workers and some employed in an electrical-apparatus 
factory. In one investigation into food consumption, in the 
autumn of 1941, a number of bank employees were included. 
That is all. There are numerous references to the bourgeoisie, 
the shopkeepers, the peasants, but they are always references to 
what workers thought about them. There is no first-hand inquiry 
to confirm or refute these beliefs, so often tinged with bitterness. 

But as an inquiry into the conditions of working-class life, 
Professor Jacquemyns’ study is a remarkable achievement. 
It must have been made in conditions of the greatest difficulty. 
It will remain as an important primary source for the social 
history of twentieth-century war. 

W. AsHWoRTH 


The London School of Economics. 
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Public Opinion in Soviet Russia: A study in mass persuasion, 
By Avex Inxetzes. (Cambridge, Mass.: Harvard Univer- 
sity Press. (London: Geoffrey Cumberlege), 1950. Pp. 
xviii + 379. 32s. 6d.) 


THE Harvard Russian Research Centre which has sponsored 
Dr. Inkeles’s study represents the most systematic attempt yet 
made in the free world to overcome those obstacles in the way of 
information about the Soviet system and way of life that are 
popularly supposed to exist. Its tendency to rely for the inter- 
pretation of the information that reaches it both from con- 
ventional sources and from the D.P.s and others in the most recent 
Russian emigration, upon such dubious sciences as psychology, 
sociology and anthropology is perhaps natural, given the current 
academic atmosphere in the United States, and the general 
tendency there to prefer in the study of things human to ape the 
techniques of those branches of knowledge that deal with the 
material world. But Dr. Inkeles’s useful, if rather dull, book 
suffers in this respect, only because of the linguistic jargon in 
which Dr. Inkeles, like other sociologists, finds it necessary to 
present quite conventional judgments. Equally characteristic 
of current American publications is the thoroughly contemptible 
practice of putting the footnotes at the end of the book—a prac- 
tice so inimical to serious study that no reviewer should ever let it 
pass without condemnation. 

Dr. Inkeles’s book deals with the organisation of all those 
aspects of the Soviet system that are concerned with the moulding 
of public opinion inside the Soviet Union, apart from the educa- 
tional system itself. After studying the views of Lenin and his 
successors as to the role of persuasion, he continues to study 
systematically the use of oral agitation—on a mass, group and 
individual basis—to which he usefully attracts attention as being 
the most unusual and characteristic element, and of the press, 
the radio and the film. In these chapters he has brought 
together a good deal of factual and even statistical information 
that has not generally been available in English, and which will 
be of use to anyone attempting to study “ public opinion” in 
the sense in which it is here not considered, namely what people 
in the Soviet Union actually do think about matters of concern 
to them and to us. 

Two general trends of thought can be detected in Dr. Inkeles’s 
own treatment of his findings. He is obviously struck by the 
evidence of the reflection in the sphere of mass-communications, 
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of the stabilisation of social stratification in the Soviet Union, 
which has the effect of enabling propaganda to be directed con- 
sciously to clearly defined groups, each getting what is good for 
it, no less and no more. This is the totalitarian aspect of the 
thing. But he is also struck by the inherent dilemma of the 
régime which relies upon its organs of propaganda, especially the 
“agitators ” and the press, not only to mould public opinion, but 
to reflect it, «. a substitute for the democratic processes which 
(even without the aid of Dr. Gallup) perform that function for the 
rulers of other countries. This puts the agents of the party and the 
government in this sphere before a continual problem as to how 
much of the truth can safely be revealed. And Dr. Inkeles’s 
cautious study of the much discussed Bolshevik “ self-criticism ” 
in practice, and of the réle in particular of letters to the press is a 
real contribution to a correct understanding of what is really 
at issue. He is certainly right in describing the main function of 
“self-criticism ” as being that of canalising against the helpless 
lower bureaucracy the criticisms that might otherwise reflect 
upon the Party, or even upon the Soviet régime as such. And 
he is probably right in suggesting that there may come a point, if 
material conditions do not in fact improve, when the value of such 
limited criticism may appear doubtful. 

One of the most obvious lessons of such a study as this is 
that despite the gloomy prognostications of «riters of fact and of 
fiction, there are limits to what propaganda can do on the positive 
side. Some forms of propaganda may be self-defeating, as was 
shown in the late nineteen-thirties, when study-circles went out of 
favour and were replaced by individual study of the prescribed 
texts. Indeed, the criticism that comes from the top at periodic 
intervals suggests, in its emphasis on shortcomings, that the 
Soviet boat bas to paddle pretty hard to keep in the same place. 
But this does not, mean that the negative aspect of keeping out 
rival information or opinions cannot be satisfactorily performed. 
Those who advocate massive radio-campaigns as a part of the 
cold-war should study Dr. Inkeles’s statistical demonstration of the 
fact that the vast bulk of that part of the Soviet population (the 
city-dwellers) who do receive radio, receive it through wired 
networks so that only a single programme—the official one—can 
be heard. 

Max BELOFF 
Oxford. 


No. 243.—vo.. Lx1. 
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Dogma und Wirklichkeitssinn in der Sowjetwirtschaft. By Apo.r 
WesBer. Munich: Bavarian Academy of Sciences, 1950, 
(Pp. 52. DM 3-50.) 


THE author is a well-known German economist, and has pre- 
viously written an important book on Market Economy and Soviet 
Economy. His new publication on Dogma and Realism in the 
Soviet Economy is based on a lecture delivered before the Bavarian 
Academy of Sciences. 

The author’s thesis is that the Soviet economy can show a 
number of significant achievements, but that these have been 
obtained in spite of, rather than because of, its dogmatic founda- 
tion, and that in spite of its achievements the system must be 
classed as an ultimate failure. More specifically, Professor Weber 
attributes the achievements of the system to the anti-dogmatic 
practice of such capitalistic virtues as inequality of incomes, pay- 
ment by results, industrial discipline, a high rate of savings, 
sound money, accumulation-consciousness, restoration of family 
life, use of science, openness to technical innovations and 
productivity-consciousness. Also to such departures from the 
original dogma as the maintenance of a vigorous state, com- 
pletely unfettered. The permission of criticism—within limits 
—and the great efforts to find principles of rational selection of 
investment projects are also acknowledged. 

The ultimate failure is seen in the inability of the system to 
improve standards of living, to utilise the advantages of the 
international division of labour, to decentralise decisions and to 
adjust production according to market prices. In arriving at this 
result, the author is not uncritical of the weaknesses of a free 
market economy. The following quotation sums up his position 
(p. 41) : 

“ Tf one considers that the dogmatic elimination of market 
prices and building up of heavy industry at any price makes 
impossible a real solution of the problem of real coordination, 
yet it must be acknowledged that some parts of the Russian 
theories, again and again, by surprisingly sober thought 
come as close to a solution as possible—while economic policy 
in the capitalist countries pays lip service to the theory of 
market economy, but in practice glosses over the difficulties 
with some general phrases, such as social policy, and the 
necessity of cheap money.” 


Another interesting comment is that in the Soviet economy 
the economic aim is neither profits nor social welfare, but the 
realisation of a merely technical maximum. The earlier part of 
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the book deals with the earlier years of the Soviet economy, and 
the author identifies the Bukharin group with a desire for more 
agricultural development based on larger private farms as well as 
co-operatives of the poorer farmers; the Trotsky group with a 
desire to promote the development of light industries; and both 
opposed by Stalin propagating the rapid development of heavy 
industries. 
H. W. SIncER 
United Nations, 
New York City. 


Puerto Rico’s Economic Future : a Study in Planned Development. 
By Harvey S. Peruorr. (Univeristy of Chicago Press 
(Cambridge University Press), 1950. Pp. xviii + 435. 36s.) 


From one point of view the island of Puerto Rico is a kind of 
show-piece in colonial evolution. Fifty-odd years ago, when it 
came under the American flag, it was an obscure and neglected 
Spanish colony with, apart from some very belated concessions 
in 1897, scarcely a vestige of political autonomy. It is now a 
self-respecting and progressively governed territory with nearly 
all of the forms and most of the reality of full independence. 
Its present government, under the lusty and brilliant leadership 
of Luis Mujfioz Marin, the first elected governor of the Territory, 
is imaginative, pragmatic, vigorous and almost passionately 
democratic. By any standards, appropriate to the Caribbean, it 
is a highly progressive community. The traveller from Puerto 
Rico to Jamaica—and here I verge upon the kind of comparison 
which is permitted only to friends and which friends avoid—has 
the sense of passing into a much tidier, better-managed and more 
(or perhaps I mean less) fragrant land. But he also misses the 
feeling of boisterous change and progress. 

Yet, as this admirable study makes clear, about the only 
progress that has so far been made in solving the problem of 
Puerto Rico—the problem that causes American publicists to 
coin such phrases as “‘ Poorhouse of the Caribbean ” and “ Our 
Cherished Slum ”—has been in the determination to search for a 
solution. The problem is grim and nearly all-embracing poverty. 
Behind it is an implacable pressure of population on sadly limited 
resources. This is exaggerated in Prerto Rico by forces which 
do not act, at least with the same intensity, anywhere else in the 
world. The death-rate on the island, thanks partly to effective 
tutelage on public health, sanitation and medical care, is at about 
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Western EKi.ropean levels—in 1947 it was 12 per thousand, or 
slightly lower than that of England and Wales before the war 
and only about one-third that of India. The birth-rate in 1947 
by contrast was 43-3, or not much below that of India and about 
twice that of Western Europe. The combination gives a natural 
increase rate (31-3 in 1947) which, very probably, is the highest 
for any autonomous political unit anywhere in the world. 

These data, coupled with the given and now intensively used 
land resources of the island, and its extreme poverty in industrial 
raw materials, are the framework, or more accurately the strait- 
jacket, for any recommendations concerning Puerto Rico’s future. 
They can be ignored only at the price of being foolish. 

Dr. Perloff respects his framework scrupulously. He takes it 
to mean, first of all, that Puerto Rican agriculture must be labor 
intensive, which means that it must continue to derive its major 
income from its most labor-intensive crop, which is sugar-cane. 
He does believe that a certain amount of hill land now in cane 
could advantageously be turned to other crops and that there are 
opportunities to diversify to such other labor-intensive products 
as pineapples. He urges the development of a comprehensive 
land-use plan for the island, and believes this should include the 
rehabilitation of the island’s once-flourishing but now sadly 
decayed coffee industry (it suffered severely from hurricanes in 
1899 and 1928) and provision for more, and more diversified, 
production of food for home consumption. However, cane, with 
its market uncertainties and its stultifying routine of dull labor 
and idleness for those who produce and harvest it, must remain 
the basis of Puerto Rico’s farm economy. 

If a labor-intensive alternative or supplement to cane is to be 
found it must be in industry rather than agriculture. Since 
1940, when the present government came to power, this has been 
the main stem of Puerto Rican economic policy, and Dr. Perloff 
deals at length with experience so far and the prospects. Neither 
is wholly encouraging. The chances for materials-orientated 
industry are obviously limited in a community that is barren of 
materials—sugar and rum manufacture are among the principal 
possibilities and are already highly developed. The only oppor- 
tunity for market-orientated industries is for those serving the 
Puerto Rican market. Narrow limits are set upon the latter, 
both by an elementary standard of living and the competition 
of mass-produced products from the mainland. There remain the 
industries that are attracted to cheap and abundant labor 
supply. In these, quite naturally, Dr. Perloff sees the greatest 
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opportunity. In the needle trades and, less clearly, in a strongly 
aided textile industry, there are also some preliminary indications 
of success. However, it is not certain that there are very many 
such industries—one feels that Dr. Perloff has quite a struggle 
to come up with convincing examples—and Puerto Rico lacks 
the kind of handicraft tradition on which at least some of these 
industries would normally be built. The government offers 
generous assistance in both tax abatement and capital facilities 
to new establishments, and their products are sold within the 
American tariff system. On the other hand, Puerto Rican 
wages, while low by mainland standards, are not low compared 
with other undeveloped areas. And they are subject, although 
with a differential, to minimums prescribed under the Federal 
Fair Labor Standards Act. Puerto Rico not only shows how 
urgently an over-populated agrarian community needs diversifica- 
tion to industry, but also, I suspect, how formidable may be the 
barriers to getting it. 

There are two other possible avenues of escape from the 
unrelenting Malthusianism which bears upon the island. One is 
population control, and the other is migration. Dr. Perloff lays 
great stress on the first—he offers to the people of the island the 
choice between fewer births and more deaths. Perhaps this is 
unduly flat—in the past, at least, there have been subsidies from 
Washington—but the choice is plausible. His recommendations 
—education in family limitation supplemented by research into 
techniques that are applicable to primitive living conditions—are 
clearly relevant. 

The other possibility is migration, and here the experience of 
the last four years is interesting. High employment, coupled 
with cheap air transport and the absence of any immigration 
barriers, has stimulated a large movement to the mainland. In 
1947, a peak year, the net outflow of people was not greatly less 
than the population increase. While Dr. Perloff does not set any 
great store by such a movement as a long-run solution, it is 
possible that he draws tooheavily on the experience of the twenties 
and thirties, when jobs, not workers, were the cherished commodity. 
A long period of full or over-full employment in the United States 
might well set in motion the same kind of long-time northward 
movement of workers from Puerto Rico that has occurred in the 
past from the Southern States. Were the terminus not New 
York, as now, but the farms and industrial centers of the country 
at large, it is not certain that it would meet any serious political 
objection or notice. 
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Dr. Perloff’s book covers more ground—external trade, 
employment and wages, public finance and the social accounts— 
than is suggested by the above survey of its central program. 
Both as an inventory and a program it will stand I think as a 
model of its kind. It is perhaps some kind of testament to the 
virtues of political autonomy that the first examination of Puerto 
Rico, inspired, supported and actively aided by Puerto Ricans, 
should rise so far above the level of the reports of the numerous 
Washington-sponsored commissions and committees that preceded 
it. 

No criticism is even implied when I yield in conclusion to the 
temptation to ask a question which has long puzzled me and which 
the book does not answer. Why are these lovely and now quite 
ancient islands of the Caribbean, with their benign climate and 
(whatever their endowment in other resources) their fertile and 
well-watered plains and valleys, such pest-holes of wasted 
humanity? How explain an island area which has given no art, 
no music, no literature, not much but sugar and ardent spirits to 
the world? Why is the pattern, with unimportant shadings, so 
uniform whether the original auspices were Spanish, British or 
French, and whether the particular island remained a dependency 
or early acquired the formal trappings of sovereignty? How 
explain the singular failure of Europeans—and here, of course, I 
include Americans—in this richly favored corner of the globe ? 

J. K. GALBRAITH 

Harvard University. 


Economic Consequences of Divided India. By C. N. Vaxt. 
(Bombay: Vora and Co., 1950. Pp. 555. Rs. 21.) 


In theory this book is not entirely indispensable to the student 
of current affairs in India; if they are accessible, and if (which is 
still less likely) he has the necessary appetite for aridity, he can 
collate the numerous official publications which form a main part 
of the documentation. But if he desires to economise his time 
and temper, he must get Professor Vakil’s book. 

The work, in which Professor Vakil had the co-operation of a 
team of research workers, includes two chapters on the post- 
partition migrations; three on agricultural, mineral and power 
resources and their development; three on industries, with a 
survey of development and planning; and chapters on transport, 
foreign trade, public finance, and currency, banking and insurance. 
These chapters survey the situation both in India and Pakistan 
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to the end of the official year 1949-50; the book was rushed 
through the press in about four months, an astonishing achieve- 
ment; and even more astonishing is the standard of printing and 
proof-reading, far superior to the general run of these things in 
India. Naturally this speed implies some overlooked inconsis- 
tencies and errors, but these are remarkably few. 

Especially useful items include: the careful breakdown of 
figures for resources and development for India and Pakistan; 
the full treatment of the refugee problem; the account of the 
Indo—Pakistani jute war; the synoptic view of the development 
schemes in both countries; and summaries of post-partition 
legislation on many topics. All these are illustrated by a wealth 
of statistical tables—over 270 of them; it is probable that some 
could not be compiled from material available in this country. 

There are, of course, flaws. Considering what Indian statistics 
are like, one expects some internal inconsistencies, but it is un- 
fortunate that the totals in the very short Tables 1 and 2 of Chap- 
ter VII (employment in factories) appear to be wrongly added up, 
the inaccurate total being carried into the detailed table of 
industrial establishments in 1945 (pp. 286-7). For some topics 
Pakistan receives very summary treatment. But the most 
serious criticism is that the space devoted to agriculture is far too 
little—only thirty-four pages. This contains useful summaries 
of the scattered data, for example on the Grow More Food (or 
Grow More Everything ?) campaign; but surely the partition has 
had as serious effects in this field as in transport, trade and 
industry, and these are not fully brought out. Nor is the import- 
ant dilemma of cash crops for export (to pay for capital equipment) 
versus immediate food production. Agrarian problems lie so 
central to the life of the sub-continent that the disproportionately 
small attention given to them by a writer of Professor Vakil’s 
general excellence is an alarming symptom, reflecting the con- 
centration on urbanism and industry natural, but disastrous, in a 
country which is after all going through a bourgeois nationalist 
revolution. 

The book is more than a mere factual review, admirable as it 
is in that aspect. It contains not a little solid argument and 
stimulating discussion, notably, for example, the critique 
(Chapter IX) of the current economic policies of the two Govern- 
ments. The general impression is that India is moving to an 
economy which is mixed in more senses than one. Professor 
Vakil is scrupulously correct in his references to Pakistan, and if an 
entire objectivity is not achieved, it is at least clear that a very 
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real effort has been made to do justice to the Pakistani side. It 
is but natural that an Indian writer should adopt the Indian 
view on such matters as the Punjab water dispute and devalua- 
tion, and the reader who is fortunately detached can make his own 
allowances. 

Although there is little or nothing in the book which the lay- 
man could not understand, it is naturally not entirely light read- 
ing; doubtless, realisation of this has impelled Professor Vakil to 
begin with a long and admirably lucid summary, which is in itself 
an excellent introduction to the economic problems of the sub- 
continent. There is no fine writing, but the long list of goods—and 
skills—in which India and Pakistan are complementary achieves a 
rough eloquence by the simple piling of fact upon fact with the re- 
morseless beat of a steam-hammer. Nor can any outside observer 
dissent from Professor Vakil’s conclusion that the resultant 
(imperfect as it was) of a long economic evolution is being wan- 
tonly subverted by the narrowest of nationalisms, in flat defiance 
of geographical as well as of historical facts. 

Of the multitude of books on India there is no end. This one, 
by reason of its theme, can hardly claim permanence, except as a 
historical record—a snapshot of 1949-50. But for the time it 
takes its place among the score or so of books which are basic to a 
consideration of the affairs of India. 

O. H. K. Spats 
Australian National University, 
Canberra. 


Viability and Full Employment. A Contribution to the Task of 
Economic Reconstruction of Western Germany. (Bonn : Insti- 
tut fiir Weltwirtschaft of Kiel University, 1950. Pp. 48.) 

The Austrian Economy since 1945. By K. W. Roruscuixp. 
(London and New York : The Royal Institute of International 
Affairs, 1950. Pp. 82. 7s. 6d.) 


THE impact of the East-West conflict has hitherto been both 
more direct and more severe in Western Germany and Austria 
than in the rest of Western Europe. Each has been affected in 
two main ways. The movement of some 9 million people into the 
narrow area of the Bundesrepublik in four years constitutes the 
greatest recorded migration, far surpassing the flow into the 
United States in the peak years before 1914 and the gross move- 
ment of Chinese into Manchuria in the twenties. The reluctance 
of the Soviet Union to conclude an Austrian Treaty has prolonged 
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many disabilities, notably the almost extra-territorial status of the 
280-odd enterprises controlled by the Soviet occupation forces and 
the lack of effective frontier controls between the Russian zone on 
the one side and Hungary and Czechoslovakia on the other. Also 
the disruption of East-West trade requires more substantial changes 
in the pre-war pattern of trade of these two than in that of other 
West European countries. 

In the first of the present publications an attempt is made to 
measure and assess some of the major implications of these struc- 
tural changes. The context within which this is done is that of a 
reconstruction programme running though to 1955 with the aim 
of restoring balance-of-payments equilibrium with not more than 
5% unemployment. The authors deal in turn with food and 
agriculture, industry, transportation and foreign trade. A few 
of their estimates seem rather high, but this impression might 
be due to the somewhat imprecise meaning of “ viability.” We 
are told (on p. 8) that it “‘ signifies the attainment of independence 
from further American aid on a level corresponding to the western 
European standard of living,” while on the last page it is said that 
“even if the programme of reconstruction should be completely 
realised, densely populated Germany will live on a substantially 
lower standard compared with her western neighbours.” It 
would have helped the reader if the method of estimation had been 
given more fully. Nevertheless, the general upshot is not in 
doubt. Viability with full employment is shown to require the 
complete excision of the spirit of Potsdam, capital for long-run 
investment and expanding export outlets. The four research 
institutes responsible for this report must be congratulated for 
putting so much so well in such short compass. 

Mr. Rothschild’s book is not primarily addressed to these 
wider issues, though he refers briefly to them in his concluding 
section. His purpose was to describe developments in the 
Austrian economy from the post-war breakdown to the function- 
ing though unbalanced economy of 1949. His account must be 
welcomed as the first systematic description of these develop- 
ments, and one which brings together a wealth of statistical 
material which has hitherto been hard to come by. His treatment 
of the currency reform is particularly good, though among the 
limitations he might have mentioned these due to the nature of the 
coalition government, which is composed of two almost equally 
strong and sharply divided parties. 

As Mr. Rothschild says in his concluding section, “in 1949 
there were still many problems urgently awaiting solution. But 
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many of them are closely connected with those of other European 
countries and are not specifically Austrian.” It may well be that 
in his anxiety to concentrate on the purely Austrian problems 
Mr. Rothschild did not feel called upon to discuss the severe 
limitations on policy due to the absence of an Austrian treaty. 
This might also explain why he is content, in a reference to the 
disruption of East-West trade, to remark that “closer trade 
relations with the eastern planned economies . . . would ease the 
adjustment ” after saying earlier on the same page (p. 71) that 
prospects for the export of the products of the engineering industry 
to Eastern Europe are good, “ but the export of these products 
to Eastern Europe is discouraged under the Marshall Plan.” 
It might be thought that his survey would have benefited if 
these aspects had been treated more fully. It would, however, be 
ungracious to qualify on this account due praise for such a useful 
sketch of Austria’s attempts to cope with her difficult post-war 
problems. 
D. J. Morean 
The London School of Economics. 


Crisis in Britain. By Roprert A. Brapy. (University of Cali- 


fornia Press. (London: Cambridge University Press), 1950. 
Pp. xii + 730. 37s. 6d.) 


Proressor Brapy has attempted to survey the whole field 
of social and economie development and policy in the first four 
years of the 1945 Labour Government, and to judge how far it 
has gone towards its avowed objectives of making good the 
immediate damage to the economy caused by the War, and of 
laying the foundations of socialism. His conclusion is gloomy : 


“What makes future prospects seem very dim indeed is 
the Government’s failure to see that nothing less than a 
revolutionary replanning of all the factors bearing on the 
improvement of British productive methods is required at 
home, and that a drastic re-orientation of both colonial and 
foreign policy is needed abroad. Should it continue to remain 
complacent about domestic problems, and to follow traditional 

atterns overseas, then, on the available evidence to date, 
ritain needs only a Gibbon to write her chronicle.” 


The theme may be near to Gibbon, the style is oceans apart. 
Such sentences as : 


“* Added thereto, and in its ultimate implications vastly 
alterating (sic) the whole set of relationships is the fact, to 
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borrow a figure, that these interdependencies have grown 
willy-nilly a sort of connective tissue. Between and among 
them they possess something analogous to a common set of 
venous and arterial systems, and they are united by ligamina 
that bind directly action to action, and function to function.” 


The reader must thread his way through many jungles like 
this if he is to find what Professor Brady is getting at. His 
wearisome trek is frequently halted by astonishing statements. 
What does one make of: ‘ The Social Democratic Federation 
passed out of existence entirely in 1948”? Put 0 for 4, and 
blame the printer’s devil (who has a field day in this book), and 
the statement is nearer the truth, but still not all the way home.— 
“In the upper ranks of the civil service the placing of relatives 
and social—particularly old-school tie—companions, friends and 
the right people in general in paying government career offices has 
been accepted as entirely fitting and proper, time out of mind.” 
It is clear from the context that this refers to 1948 not 1848; 
and it is pernicious nonsense.—According to Brady, Beveridge’s 
Full Employment in a Free Society was written “on the basis of 


data largely supplied by government departments, and while in 
continuous consultation with much the same cross-section of 
official personnel who participated in the first report.” This is an 
odd echo of the ridiculous official attempt to send Beveridge and 


his collaborators ‘to Coventry” while Full Employment was 
being written. 

Mis-statements, half-truths and downright howlers of this 
sort crop up all over the place, and they seriously shake one’s 
confidence in the author’s judgment. This is a serious criticism, 
but it is all the more necessary because of the author’s explicit 
claim that his conclusions flow from the evidence. Of Professor 
Brady’s industry there is no doubt. No book, pamphlet, official 
report, confidential memorandum, letter or conversation which 
the author encountered in his long visit to Britain in 1948 can 
have escaped a mention, and often extensive quotation. 

Sheer weight of “evidence,” however, becomes a positive 
embarrassment if the author is not scrupulously careful to get his 
facts right. In addition, the reviewer could not avoid the 
impression that Professor Brady was less concerned to see 
where his evidence led him, than to seek out quotations which 
would support his own particular thesis. 

Nevertheless, his argument is an important one. Shorn of 
the sociological jargon, it comes to this. Once you start planning 
bits of the economy, you cannot stop. You will be driven to 
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extend the field of ‘‘ planning ”’ until you “ effect the wholesale 
transformation of society on a fully socialist basis.” The Labour 
leaders are deluded if they think they can consolidate the present 
position. This is reminiscent of Professor Hayek, with the 
difference that Professor Brady keenly desires the fully socialist 
state. The view that the various plans for coal, steel and trans- 
port, industrial location, and so on, are insufficiently worked out 
and not properly related to one another, and that the Government 
has become so preoccupied with immediate questions that it has 
neglected longer-term considerations, is one which a great many 
people in this country, including the reviewer, share. But 
that disaster will overtake us unless we “ go forward ”’ has to be 
proved, and here, for all his “ evidence,” Professor Brady is no 
more convincing than was Professor Hayek in a different context. 

Professor Brady’s specific for most of our troubles is the 
“ overall physical plan ’”—which we certainly lack and for which 
he hunted in vain. Exactly what such a plan should consist of is 
not explained—but it appears from a reference to industrial 
location that it should be some sort of vast book, with charts, 
diagrams and so on. The mechanism whereby the directives of 
the planners are translated into producing more coal, for example, 
is not divulged. Yet this is the kernel of the problem of overall 
physical planning, and it also explains why no responsible econo- 
mic “ planner” in this country has for some considerable time 
been talking in these terms. Because he has failed to see this 
problem, Professor Brady may suffer a melancholy fate. His 
book will be widely quoted by the new laisser-faire extremists in 
this country as a knock-down argument against socialism. 

G. D. N. Worswick 
Magdalen College, 
Oxford. 


The Economics of Freedom. By Howarp S. EL.ts assisted by the 
RESEARCH STAFF OF THE COUNCIL OF FOREIGN RELATIONS. 
(New York: Harper, 1950. Pp. xviii + 549.  $. 5-00.) 


A Book dealing with the problems of Europe and the successes 
and failures of the European Recovery Programme, which is 
introduced by General Eisenhower, sponsored by a committee 
including such names as Jacob Viner, John Williams and Stacy 
May, edited and largely written by Professor Howard Ellis, and 
with a group of such helpers as Ragnar Nurske, Vera Lutz, 
Pierre Uri and others of similar calibre, commands the careful 
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attention of any reader. And in the face of such assembled 
talent a reviewer must inevitably ask himself whether the 
combined judgment of the authors is not likely to be more right 
and valuable than his own. None the less, I feel that it is a book 
of quite extraordinary inequality; it reaches, in my judgment, 
at some points very high levels of wisdom end penetration; at 
other points it fails surprisingly, I would say, in perception of the 
intrinsic problems of Europe to-day. Very obviously it has been 
drafted, as indeed Professor Ellis’ foreword makes clear, by 
numerous authors; but the drafts have not been co-ordinated 
effectually into a unified whole. Thus the valuable introductory 
analysis of the general economic setting in Part One, and still 
more the discussion of future policy in Part Four, has not exercised 
anything like the influence that it should have done on the 
discussions of the problems of individual countries in Part Two. 
May I deal first with the latter, since I am anxious to concentrate 
principally in the latter part of this review on what I regard as the 
valuable and positive contributions of the book? Part Two 
discusses the economic policies of the United Kingdom, of 
Western Germany, of France and of Italy. Yet in none of these 
discussions, save for a brief glimpse in M. Pierre Uri’s treatment 
of France, is one brought to see the essential dilemmas of economic 
policy in a war-devastated European country to-day. The loss 
of capital is of the order of 259% or more. Its replacement cannot 
take much less than ten years even with gross. investment rates 
above 20% of gross national product, and may take considerably 
longer. At the end of the war consumer durables were at a very 
low ebb and are still only in process of replacement. The correc- 
tion of balances of payments has required great increases of 
exports : in the case of the United Kingdom an addition of about 
75% to a volume of exports which before the war already 
represented about a quarter of the whole output of manufactures. 
Yet the immediate political problem has been to avert the spread 
of Communism, by providing a standard of life to the working 
population which will be accepted as reasonable and just in the 
circumstances of to-day. Thus each country in somewhat 
differing degree was confronted by the need to achieve very 
great structural changes, implying great disturbances to the 
existing economic patterns of life, to devote more than an ordinary 
share of all resoui ces to capital reconstruction, without which the 
economy could noi continue nor the structural changes be achieved, 
while providing living standards that would be regarded as 
acceptable and disturbances to human existence that would be 
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regarded as tolerable. And each country had to echieve these 
objectives while possessed of such exiguous currency reserves that 
every minor set-back was inflated into a crisis, yet while com- 
pressing the changes of a generation into the limits of a quin- 
quennium, and at the same time preventing inflation. 

These problems, in varying proportions, are common to most 
of the countries of Europe. They involve, as I say, drastic and 
rapid structural changes. One might have expected, therefore, a 
full analytical discussion of the problems, both economic and 
administrative, of achieving great and rapid structural changes. 
But these seem to receive extraordinarily little attention. In the 
discussion of the United Kingdom we have proceeded some thirty 
pages before reaching a few somewhat superficial remarks to the 
effect that producing the right things may be as imporvant as 
increasing the total volume of production. But even here the 
main emphasis is on the negative aspects of reducing less essential 
consumption, rather than on the positive aspects of redistributing 
resources and manpower so as to produce more of the right things. 

There can be a great deal of agreement on the nature of these 
problems simultaneously with a great deal of genuine difference 
of opinion as to how they should be tackled. Just how far should 
one go in reinforcing the incentives of the market by physical 
controls of one kind or another? The authors of the chapters on 
the United Kingdom are doctrinaire liberals of the strictest 
persuasion. All controls are to them anathema. Thus they do 
not pause to ask themselves how far a system of incentives based 
on market prices would have produced ideal results in a world in 
which wages and prices were sticky and ill-adjusted, exchange 
rates temporarily over- or under-valued and short-term elasticities 
of supply such that monopoly positions were sometimes inevitable. 
Nor, I think, have they tried sufficiently clearly to ask themselves 
which of the actual attempts to use physical controls were aimed, 
as many of them certainly were, to produce more quickly and 
effectively the same results which a market economy would more 
slowly have produced, and which were aimed to frustrate the 
market economy and why. 

Economic controls have not, of course, been used exclusively 
for that purpose. They have been used also for two other main 
purposes : to maintain a high level of activity with barely sufficient 
raw-material supplies and as yet inadequate foreign-exchange 
earnings; to limit wage and dividend increases, partly so as to 
prevent inflation, partly to afford a sense of ‘‘ fair shares ”’ in the 
distribution of post-war hardships, many of which (pace Mr. 
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Harrod) were inevitable if long-term structural adjustments and 
long-term capital restoration were to be carried through. The 
authors of this section of the book nowhere discuss the rightness 
or wrongness of the concept that in a period of post-war transition 
it may be politically advisable to secure some other distribution 
of income than that which may proceed from existing scarcities. 
We are left to infer that the socially desirable distribution is that 
which emerges from market prices. Yet there can be little 
doubt that one of the reasons why Communism has made relatively 
little headway in Britain as compared with other countries is that 
highly excessive profits have been rare, and where they have been 
earned they have not—as in some other countries—been 
distributed in dividends and used for ostentatious luxury expendi- 
ture. I would not for one moment suggest that physical 
controls can form a complete and satisfactory alternative to price 
incentives. It is always difficult, and not infrequently impossible, 
to force change against the gradient of price incentives. But that 
is not necessarily to say that, where very rapid change is necessary, 
price incentives are alone adequate, or that in all circumstances 
relative prices, if favourable to the desired change, should be 
permitted during the period of construction of new facilities to 
move as violently as short-period scarcities might make them move. 
Internal policy in the United States shows current examples of 
price controls and wage policies designed to that very end. 

But clearly the central problem in all this is how to reconcile 
a high level of activity and sufficient incentives to redistribute 
resources with the avoidance of inflation. The authors very 
rightly stress the immense importance of this, both in the British 
section and throughout the book. But since they do not stress 
with anything like equal emphasis the contribution that a high 
level of activity has made both directly to the solution of European 
problems and, within certain limits, to the ease of redeployment 
of resources, the problems of inflation are made to appear moral 
delinquencies where it would be far truer to regard them as errors 
of judgment—immensely serious in their effects—but not the 
reckless consequences of obviously wrong-headed policies. 

At several points in the course of discussions of inflation in the 
United Kingdom reference is made to the existence of suppressed 
inflation. It is a pity that the implications of this idea are 
nowhere fully worked out. I think I am right in interpreting the 
authors as meaning that savings made by virtue of rationing and 
physical controls are in a sense involuntary savings and that they 
will be dissaved so soon as opportunity offers, and that their 
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existence implies that incentives to work are diminished, since 
dissaving is an alternative to work. One has seen suppressed 
inflation in this sense in Germany, before the currency reforms, 
and the phenomenon is obviously a real one. But we are nowhere 
given the evidence on which its widespread existence in the 
United Kingdom and elsewhere is inferred. Inflation suppressed 
by taxation, even if the latter may be deleterious to initiative, is not 
subject to this objection. The chief fields of possibly involuntary 
saving have been undistributed profits and war-time wage 
earnings. I am doubtful whether the former really have the 
effect supposed : they are mostly used to provide working capital 
or fixed capital, and once saved are likely to remain saved. The 
cash holdings of wage-earners are probably somewhat larger than 
before the war in relation to the total expenditure on wage-goods, 
but there is plenty of evidence that a decline of local employment 
results in an almost immediate reduction of expenditure, whereas 
one might expect it to be maintained, or in the case of entertain- 
ments even increased, if suppressed inflation in this sense were an 
important reality. I doubt myself whether suppressed inflation 
is quite the danger in the United Kingdom that it is made to 
appear. 

I think I must end what I have to say about the discussion of 
United Kingdom problems by emphasising that, while I do not 
regard suppressed inflation as among the most serious of our 
problems, I would not like to be thought to underrate the remaining 
aspects of inflation, more particularly as they have emerged since 
rearmament. 

May I come now to the discussion of the future foreign 
economic policy of the United States in Part Four, where 
I think the contribution of Professor Howard Ellis himself has been 
greatest? He argues that during the first half of the period of 
Marshall Aid, Europe has made a very remarkable recovery of its 
productive capacities. What is needed during the second half 
of the period is the use of the E.R.P. resources to tackle the longer- 
run problems of the general economic relations within the whole 
Western world. This implies not only “ closing the dollar gap ” 
but also strengthening the Western European countries in every 
way: by helping them to achieve higher living standards, better 
distribution, better correspondence between effort and reward, 
greater capital equipment. In all this emphasis should be on the 
long view. 

He then goes on to ask what should be the respective contribu- 
tions to all this of the United States on the one hand and the 
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European countries on the other. He begins with those of the 
United States itself, and places first emphasis on the maintenance 
of a high level of activity, since the export trade of the whole 
external democratic world is acutely sensitive to United States 
fluctuations. But that is not enough. The United States must 
chose, if the dollar gap is to be closed, between “a shrinkage of 
exports, an increase of imports or...lending or donating the 
difference.” For several reasons the best solution is an increase 
of imports, though some reduction of exports is a natural conse- 
quence of the end of E.R.P. aid. Some of the increase of imports 
may be obtained by such measures as abolishing federal, state 
and local “‘ buy American ” requirements; some could come from 
simplification of customs procedure, freer “ off-shore” purchasing, 
higher tourist expenditure. But the main reliance must be on 
further reduction of tariff and other protective barriers, beyond 
the very considerable, and effectively unilateral, reductions already 
made. If these are to be effective they must be in a form which 
would affect cheaper articles of mass consumption, which are most 
hardly hit by specific duties. The devaluations of 1949 have made 
possible a big increase of direct imports from Europe if the way 
can be cleared for them. 

This brings Professor Howard Ellis to the character of the 
post-war world that the democratic nations are trying to create, 
and he seeks to evaluate the various forms of European co- 
operation, analysed in an earlier section of the book, and he brings 
out with a clarity which one had not previously encountered in any 
American writing the essential conflict between the State 
Department’s emphasis on the encouragement of international 
trade between all the democratic countries and the E.C.A. policies 
of seeking to build up an integrated European preferential trading 
area. He makes it clear that he would regard certain types of 
integration that have been suggested as “plainly pernicious. 
If co-operation is merely to take the form of resurrecting or 
creating international cartels—it does not matter whether they are 
private or government controlled—it runs counter to our tradi- 
tional and generally justifiable suspicion of monopoly.” He 
finally sums up: ‘“‘ The Economic Welfare of Western Europe is 
served better by consistent adherence to the principles of the 
International Trade Organisation than by emphasis upon Western 
European integration, provided the International Trade Organisa- 
tion can be made an effective agency to promote a return to 
generally freer trade.” He argues that the United States should 


ratify the Charter as it stands without reservations, while passing 
No. 243,—voL. Lx1. UU 
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an interpretative resolution declaring its intention to work for the 
strengthening of the Charter. 

If all this is to work, one needs convertibility, not only as 
between European currencies but also as between all those of all 
the democratic countries. But it is interesting to find Professor 
Howard Ellis commenting that ‘we shall have to take care, 
however, not to put so high a premium on financial orthodoxy as 
to induce European countries to purchase currency convertibility 
at the cost of dangerous cuts in living standards, excessive 
unemployment or deflation which would tend to upset neighbour- 
ing countries.” He is sceptical of the advantages of piece-meal 
progress through currency unions, the case for which “ rests upon 
the favourable supposition that anti-dollar discrimination is 
obtained by lowering internal barriers while retaining barriers 
against the outside at no higher than present levels.” He sees 
virtues, nevertheless, in the Sterling Area. He rests his main hope 
of advance in the direction of convertibility on a thorough-going 
overhaul of the International Monetary Fund, which “seems to 
have arrived in some respects at a atate of innocuous desuetude.” 
He regards the Fund as having failed in its main task of attaining 
equilibrium exchange rates through consultation and adjustment. 
He argues that there is much to be said for the restoration of 
liberally free rates of exchange in the present situation, with 
freedom for each country to use an equilibrium fund to steady the 
movements in the short-term. 

What should be the European contribution? Primarily to 
eschew inflation, and in the British case that seemingly includes sup- 
pressed inflation. Secondly to secure that taxation, while covering 
expenditure, does not exceed a limit set by the morals, material 
standards and amenability of the population. Thirdly, “it is 
a primary responsibility of democratic nations to make the price 
system work.” This responsibility is nowhere more clear than in 
foreign trade, but it is required of us also in the field of internal 
economic policy, since ‘‘ physical planning proved itself incapable 
of producing a tolerable and workable economic system as soon 
as free individual choice—as between working and non-working, 
saving and spending, operating and shutting down plants and the 
like began to assert itself in other than totalitarian states.” 

I comment on this with great hesitation. With many of the 
objectives of freeing foreign trade, of making possible the 
convertibility of currencies, of seeking to solve our problems in 
terms of the whole democratic world rather than of autarkic 
regions, I personally am in great sympathy. I want to see the 
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price system work wherever it can be made to work for the good 
of humanity. I am profoundly aware of the sincerity of Professor 
Howard Ellis and his American friends when they plead that these 
are the things which we ought to want. I fully realise that it would 
be not only ungracious but also wholly unrealistic to dream for a 
moment that we might receive the manifold blessings which could 
flow from such action on the United States’ part as Professor 
Howard Ellis has outlined without making comparable contribu- 
tions on ourown part. But I cannot wholly forget the inequalities, 
the inequities, the imperfections of a Europe in violent transition, 
nor the strains of a Europe in which long-term problems cannot 
be solved without a high level of activity. I see the American 
economy as it faces the strains of rearmament resorting tentatively 
here and there to physical controls, and ask myself whether 
Europe, with far more difficult problems ahead, can conscien- 
tiously abjure all recourse to such measures. ’ 

And thus I am led to ask myself whether or no it is really right 
to make laisser faire one of the cardinal articles of faith of the 
democratic world, and to use the powerful incentives of dollar aid 
to commend it to the reluctant peoples of Europe. Which are 
the essential liberties? Is a completely free price system one of the 
essentials, in the same fundamental sense as freedom of speech, or 
freedom to vote into power a government that will follow the 
policies that you choose. It is a perilously narrow line which 
divides the defence of the essentials of democracy from the 
totalitarian use of the powers of the state to strengthen the state. 
Is it essential to the survival of democracy that the immense 
powers of the United States shall be used in support of Jaisser 
faire in Europe? Just how far should the United States go in 
pressing it upon Europe if it does not, in its more austere forms, 
command the support of the electorates of the European 


democracies? 
Austin ROBINSON 


Sidney Sussex College, 
Cambridge. 














NOTES AND MEMORANDA 


Commopity AGREEMENTS AND PRICE FLUCTUATIONS 


In a note in the Economic JouRNAL for September 1950, Mr. 
Harry %. Johnson points to an apparent defect in commodity 
schemes of the International Wheat Agreement type, in that the 
existence of such an agreement “is likely to give rise to more 
violent fluctuations of prices than would otherwise occur,” and 
that “ consequently, an international buffer stock scheme... 
would seem to be an altogether more promising form of international 
commodity arrangement.” 

The object of this note is to show, first, that the more violent 
nature of the price fluctuations is only true in a rather restricted 


o' 





























i lp 
fe) A” TM) (N) QUANTITY 


Fie. 1. 


> 


sense; and, secondly, that the case for buffer stocks or against 
Wheat-type agreements is not in the least strengthened by this 
fact. 

1: 

Using Mr. Johnson’s technique, it is perfectly valid to deduce 
that the introduction of the Wheat Agreement is likely to shift 
the demand curve, outside the maximum amd minimum price 
limits, from DD to D’D’ (Fig. 1). If OP, and OP, are the price 
limits fixed and OA is the quantity of guaranteed imports/exports, 
then if an amount A7’, greater than the guaranteed quota, is put 
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on to the market, it is quite true to say that the free market price 
with the agreement in force OP, will be greater than in its absence 
OP3. 
Thus, concludes Mr. Johnson, the price fluctuations when the 
agreement is in force will be greater than in its absence. 
But what is the significance of this conclusion? Surely is it 
not more appropriate here to compare the average prices, which 
are unlikely to show a similar movement. For the average 





price without the agreement in operation is men while with the 


ai OT WP, OARP, + ATWZ 
agreement it is not —pA— but OF ° 





However, instead of comparing fluctuations in average prices, 
which is only an intermediate step, we may proceed directly to the 
consideration of total income from (or expenditure on) wheat in 
the two cases. 

Without the agreement, total income for wheat producers 
would be O7'SP;, while with the agreement in force it would be 
OARP, + ATWZ. Hence in times of scarcity total income would 
rise more in the absence of the agreement according as 
VRP,P; > VSWZ. If this is the normal case, then only would 
it be correct to conclude that the agreement had a de-stabilising 
effect. In fact, there are two determinants of this inequality : 


1. The Elasticity of the D’D’ curve. 


. OA 
2. The Ratio OT’ 


The former, as Mr. Johnson suggests, may be expected to 
work in a de-stabilising way, but this influence is offset as the 


ratio _ approaches unity. In other words, what is required in 


order that the agreement should tend to stabilise producers’ 
incomes is that the guaranteed imports/exports should be a high 
proportion of normal world requirements.? 


1 Although Mr. Johnson judges the efficacy of the Wheat Agreement from its 
own declared objectives of ‘‘ equitable and stable prices,” there are two objections 
to this. First, it places a rather definite and somewhat unjustified meaning on 
the terms themselves; and, secondly, it would appear preferable, when consider- 
ing the merits and demerits of an anti-cyclical measure, to think in terms of 
stabilising incomes rather than prices. 

* Realising the difficulties of calculating the amount of world trade in other 
than actual conditions, and that the margin of error might be considerable, Mr. 
H. Tyszynski (Hconomica, February 1949) estimated that some 53% of the total 
world trade in 1947-48 was covered by the Wheat Agreement of 1948 (which had 
quotas some 9% greater than the 1949 Agreement, which is the one in force). 
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II 


Given, then, that an agreement of the Wheat type may, with 
high guaranteed quantities of purchases, be a not ineffective 
stabiliser, what then can be said of it in comparison with a pure 
International Buffer Stock scheme, which, at least in theory, 
can probably maintain even more stable incomes ? 

There are two main points. First, there is the old chestnut 
that a buffer-stock scheme gives no incentive to vroducers to 
adjust output to changes in demand; and in spite of R. S. Porter’s 
ingenious formula for changing a Buffer Agency’s price limits,! 
any such mechanism must be somewhat artificial, quite apart 
from the political difficulties involved in carrying it out (see below). 
With the Wheat Agreement, on the other hand, price changes are 
automatic and can be expected to exert an influence on production, 
without at the same time significantly affecting the total of pro- 
ducers’ incomes. In fact, and this is Mr. Johnson’s point, price 
fluctuations outside the price limits are likely to be greater than 
in a completely free market, but this magnification of price 
variations may, taking an opposite view to Mr. Johnson, be 
favourably regarded as a powerful marginal price adjuster, 
especially since it exerts an influence, not on producers direct, but 
on producers’ governments. 

In the second place, an agreement of the Wheat type must 
surely be less difficult to operate than an International Buffer 
Stock Agency, with all the political difficulties of a supra-national 
authority continually having to make decisions on price policy 
against the interests of half of its members. With the guaranteed 
imports and exports of a Wheat-type scheme, however, govern- 
ments must surely find internal buffer schemes a really practical 
possibility, and it is producers’ governments which face the 
magnified ‘‘ marginal price adjuster,’ and must take steps to make 
such adjustment possible. In primary producing countries this is 
frequently a structural problem not curable by the price mech- 
anism alone, and it would seem advantageous that governments 
in such countries should have some such strong stimulus to set 
about developing alternative industries and diversifying the 
economy, when, for instance, demand for one of their main staples 
is on the permanent decline. 

In sum, a criticism of the Wheat type of agreement on grounds 
of violently fluctuating ‘“ marginal price’ cannot be of great 


1 “ Buffer Stocks and Economic Stability,” Oxford Economic Papers, Vol. 2, 
No. 1, January 1950. 
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value. Judgment must rather depend on whether such an agree- 
ment is likely to lead to a sufficient stabilisation of producers’ 
incomes, while at the same time providing a practically feasible 
mechanism of adjustment of production to long run trends in 
demand. Provided that the initial price limits fixed are sensible, 
and that the guaranteed imports and exports are reasonably 
large, an agreement of the Wheat type would appear to be not 
completely unsatisfactory. 
C. D. Harpury 
University College of Wales, 
Aberystwyth. 


ComMopITy AGREEMENTS AND PRICE FLUCTUATIONS 


In his interesting note on the principles underlying the 
International Wheat Agreement ? Mr. H. G. Johnson has expressed 
the view that Commodity Agreements of this type would have a 
de-stabilising effect on prices contrary to the intention of their 
sponsors. 

The essential feature of the Wheat Agreement consists of 
price-floor, price-ceiling and quantity guarantees covering only a 
pre-determined amount, and not the whole volume of trade in a 
given commodity. The crucial point of Mr. Johnson’s argument 
is that, by means of indirect effects, the operation of the Agree- 
ment will lead to such violent price fluctuations in the uncon- 
trolled part of the market that, on balance, the Agreement may 
well prove de-stabilising rather than stabilising. 

It is hardly possible to deny that in the uncontrolled part of 
the market the operation of the Agreement will tend to induce 
greater price fluctuations than would occur in its absence. But 
two questions must be answered before any conclusions can be 
drawn: (a) Will this effect be serious? (6) Can it be prevented ? 

Mr. Johnson supports his argument by referring to income- 
effects of price changes on the side of demand. It may be interest- 
ing to note in this context that American statistical studies show 
that the income-elasticity of demand for wheat in the U.S.A. in 
the inter-war period was negligible,* and, that according to data 


1 See D. J. Morgan, ‘‘ The Approach to International Commodity Problems,” 
Three Banks Review, March 1950. 

* Harry G. Johnson, “‘ The De-stabilising Effect of International Commodity 
Agreements on the Prices of Primary Products,’’ Economic JouRNAL, September 
1950. 

3 Cf. N. Jasny, Competition Among Grains, pp. 85-8. 
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collected by the Secretariat of the Wheat Advisory Committee, 
from 1922/23 to 1936/37 the world ? annual per capita consump- 
tion of wheat * fluctuated only between 95-0 and 103-4% of the 
1909/14 level in spite of extreme changes in real income and price, 
In the case of sugar, coffee or cotton the income elasticity was 
greater, but not of a very significant importance. The “ sub- 
stitution effect,’ however, wili also exert some influence, and, 
moreover, the supply of annual crops is not completely inelastic, 
even within one crop period. It seems, therefore, only right to 
assume that taking all effects into consideration, the Agreement 
will have a de-stabilising influence on the “free ”’ sector of the 
market. It is unlikely, however, that this influence will be so 
strong as to offset the stabilising effect of a “ price-ceiling”’ and 
of a “‘price-floor”’ in the controlled sector of the market, especi- 
ally if a substantial part of the volume of trade (e.g., over 50%) is 
subject to international guarantees. 

There is no doubt, however, that the Agreement would serve 
its purpose much better if it were possible to ensure that prices 
in the “ free ” sector of the market would not fluctuate appreciably 
more than in the absence of any agreement. Arrangements that 
would secure this without seriously interfering with the existing 
channels of allocating resources are certainly practicable. A 
suggestion has already been made to base such a scheme on Com- 
modity Boards in the exporting countries, and an appropriate 
fiscal policy in the importing countries.5 Probably many other 
ways are open to achieve the same result. 

It seems, therefore, that the de-stabilising ‘‘ secondary 
effects’ of an International Commodity Agreement based on 
“‘ guaranteed sales and purchases ” can be greatly reduced, if not 
eliminated, by appropriate supplementary measures. This, how- 
ever, does not by itself establish the superiority of this type of 
Agreement over the widely discussed alternative of an Inter- 
national Buffer Stock Scheme. The advantages and disadvantages 
of both schemes have recently been discussed at some length in 
Economica,® but it may be desirable briefly to emphasise again 


1 Cf. P. de Hevesey, World Wheat Planning and Economic Planning in General, 
app. 20. 

2 Excluding U.S.S.R. and China. 

® Including feed use. 

4 Cf. inter alia: B. C. Swerling, International Control of Sugar, 1918-1941; 
V. D. Wickizer, The World Coffee Economy; and P. Lamartine Yates, Commodity 
Control. 

5’ Cf. H. Tyszynski, ‘‘ A Note on International Commodity Agreements,” 
Economica, November 1950. 
6 Ibid. 
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the major potentialities of Commodity Schemes based on the 
principle of the Wheat Agreement : 


(1) Buffer Stocks seem ideal for primary commodities the 
price fluctuations of which are caused predominantly by cyclical 
fluctuations in demand (e.g., tin, rubber). But stable prices are 
not desired for their own sake, and for commodities subject to 
substantial annual fluctuations in yield, Buffer Stocks would tend 
to change losses resulting from large crops into profits, and 
profits resulting from small crops into losses, unless the margin 
between the established price limits was very wide.! For this 
type of commodities, provided they are produced mainly for 
export (e.g., coffee, sugar), an agreement establishing price limits 
for guaranteed foreign sales or purchases, but not for the whole 
volume of trade, could well provide a better means for stabilising 
incomes. 

(2) It is widely acknowledged that Buffer Stocks do not 
provide a satisfactory solution for problems of “ excess capacity.”’ 
But extreme price fluctuations of many primary products in the 
inter-war period were precisely due to this reason. A few years 
hence, when the present re-armament boom slackens, and there is 
no war, ® similar position will probably obtain. 

Under a Scheme of the Wheat Agreement type it is not neces- 
sary to agree on a downward revision of the established price- 
limits, for the long-run forces of supply and demand will exert 
their pressure through the uncontrolled sector of the market. At 
the same time the guarantees of the importing countries will 
prevent a sharp and excessive fall in the incomes of the exporting 
countries. Moreover, under such a scheme, in contrast to Inter- 
national Buffer Stocks, it is necessary for national governments 
to introduce some permanent measures in order to implement the 
Agreement, and this may facilitate governmental action (e.g., 
conditional subsidies) attempting to induce a desirable shift of 
resources. 

(3) Finally, it is only for a very small number of primary 
commodities that Buffer Stocks can be introduced in times of 
limited convertibility of currencies. Schemes of the Wheat 
Agreement type are not subject to a similar limitation. 


Buffer Stocks are certainly a most formidable anti-cyclical 
weapon. But they are not a panacea for the special problems of 
trade in primary commodities. The International Wheat Agree- 


1 Cf. R. 8. Porter, “‘ Buffer Stocks and Economic Stability,” Ozford Economic 
Papers, January 1950, pp. 104-6. 
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ment may, or may not, prove an adequate solution of the wheat 
problem, but it certainly contains an important new principle of 
International Commodity Agreements which has its great possi- 
bilities for the achievement of economic stability and progress. 
H. TyszyNnski 
The University of Manchester. 


DIVERSIFICATION OF INDUSTRY 


In his discussion of the technique of diversification of industry 
Professor Sykes stresses that more reliance should be placed upon 
new industry and expansions of old than upon deliberate industrial 
transfer. This suggests three kinds of growth in an area: 


(1) Firms arising which are new in the sense that they did 
not previously exist. 

(2) Expansions of firms already established in the area, 
by adapting products so as to serve the needs of varying 
markets, or by adding new products with new markets. 

(3) The physical shifting of firms already located. 


A fourth type of growth might have been distinguished : 
the establishment of branch factories in the area by firms already 
located elsewhere. This appears to have been an important 
development which may have a particular influence upon the 
stability of industries recently introduced into the Development 
Areas. 

In all three cases cited above there is a degree of commitment 
to the area in the sense that the entire activities of the firms are 
located in the area. Case (2) would seem to comprise those 
firms least likely to contemplate a movement from the area. 
Cases (1) and (3) necessarily suggest that they include firms which 
are in large degree mobile, otherwise it might have been difficult 
to attract them. Being mobile, therefore, they may be capable 
of movement away from the area; but presumably the fact of 
having established themselves makes them to that extent less 
mobile. The inertia resulting from establishment would tend to 
increase the prospects of their remaining in the area. 

The case of the branch factory is different. Here one is 
concerned not only with characteristics common to an industry 
in terms such as access to materials or to markets, or the use of 
massive equipment. The organisation of the firm itself has 
important influences upon the branch, which is an addition to the 
existing activities and not necessarily a discrete entity. The 
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mobility of the branch may therefore differ from that of the firm. 
Indeed, the firm may be immobile in the sense that it would not 
embark upon a physical removal of the parent factory. Yet 
at the same time it might establish a branch in any one of many 
different areas, when it is convinced that expansion at its existing 
location is impossible. 

There are suggestions that branches may have been established 
in Development Areas in circumstances similar to those outlined. 
The firm is unable to expand at its headquarters owing to diffi- 
culties of labour, space and/or buildings. It is therefore com- 
pelled to establish a branch factory. This decision once taken, 
it may not devote much time or energy to the careful assessment 
of alternative locations. Speed will be of the utmost importance 
in obtaining the increased production, and it may be that the offer 
of an existing building in a Development Area will be a crucial 
factor in deciding the location of the branch. 

In many cases the initial stimulus to the establishment of a 
branch is the lack of manufacturing capacity in relation to an 
over-full order book. What is required is more capacity quickly, 
in order to deal with existing orders and others readily available 
if prompt delivery can be assured. The question, therefore, is 
how soon can the building, the equipment, the materials and the 
labour be brought into production? At this point manufacturing 
costs may not be of major significance, bearing in mind the over- 
riding necessity to increase production rapidly in an expanding 
market. 

Once the decision is taken to establish the branch, its operation 
becomes a part of the entire organisation of the firm. It will 
call for decisions as to the nature of the products to be made at 
the branch and their relation to those made at the main factory. 
There may have to be a transfer of executives to the branch, with 
possible deterioration of managerial quality at headquarters; 
similar effects may relate to key workers. The procedure for 
financial control will have to be determined. All these questions 
arise because the additional capacity takes the form of a branch 
factory, and this branch is called into being because of expanding 
contracts. 

In so far as some factories of this type may now be operating 
in Development Areas it is interesting to contemplate the effect 
of a trade recession. One major objective of diversification is the 
limitation of the severity of unemployment associated with local 
specialisation. It may be, however, that branches which have 
been established as an immediate response to expanding trade 
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may be closed equally quickly in the face of declining orders, 
Those firms which saw in a branch the only solution to shortage 
of capacity may be correspondingly impelled to cut out the branch 
when faced by excess capacity. The decision again will be taken 
in terms of the total organisation of the firm, and there will be 
substantial attractions by way of managerial economy if pro- 
duction is again concentrated at the main works. These attrac- 
tions will be countered only if the branch has generated per- 
manent influences strong enough to justify its continuance. 
At this stage considerations of cost will no doubt be important, 
but in the same way as organisational factors may dominate the 
decision to establish the branch, so they may operate again in the 
reverse decision to close it down. 

It is suggested therefore that in the analysis of types of in- 
dustrial growth in Development Areas, branch factories present 
problems peculiar to themselves. Whilst they may continue to 
be operated in conditions of expanding demand, they may present 
a source of weakness in the Area at the very time when the tide of 
unemployment needs to be stemmed. These branches would 
then be subjected to all the forces applicable to the other types of 
growth, but in addition they would suffer from the strains set up 
in the organisation of the firms, strains due to the separation of the 
parent factory from the branch. 

GuLyNn PIoTON 
The University, 
Birmingham. 





CURRENT TOPICS 


Tue Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Friday, July 6, 1951. 
The President, Sir Hubert Henderson, who had intended to address 
the Society, was, to the great regret of everyone, prevented by 
illness from being present. In his absence, Professor R. G. 
Hawtrey presided. The Officers and Council were re-elected 
without change for 1951-52. In the absence of the President, Mr. 
R. F. Harrod at very short notice opened a discussion‘on the 
subject “‘ Different Kinds of Planning ”’ with special reference 
to the problems of insecurity and rapid changes of economic 
conditions. A number of Fellows joined in the subsequent dis- 
cussion. 
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Tue Secretary reported on the membership and finances of the 
Society as follows : 





1950. | 1949. | 1948. | 1939. | 1914. 








New Fellows and Library Members 
elected . 4 . : 2 638 697 674 490 50 
Fellows lost by death, resignation, or 


default 439 434 429 496 33 
Number of “Fellows and Library 

Members on December 31 . 5,756 | 5,557 | 5,294 | 4,572 694 
Total Compounders included in 

above total ; 2,008 | 1,987 | 1,979 | 1,155 | 159 


Surplus of Income over Expenditure, 
together with » ar from Com- 
pounders . £1,670 | £2,219 | £3,056 | £329 | £278 























We offer our very best congratulations and good wishes to 
our President, Professor Sir Hubert Henderson, on his election as 
Warden of All Souls’ College, Oxford. We hope that by the time 
that this appears in print he will have been completely restored 
to health and vigour. 





WE congratulate Mr. G. L. 8. Shackle, Reader in Economics 
in the University of Leeds, on his appointment to succeed the 
late Professor Barrett Whale in the Brunner Chair of Economic 
Science at Liverpool. 





We congratulate Mr. C. F. Carter, Fellow of Emmanuel 
College, Cambridge, on his appointment to a newly created Chair 
of Applied Economics in the University of Belfast. 





We regret that, in our announcement in the last issue of the 
filling of the new Chair of Political Economy at Bristol Univer- 
sity, we did not make it clear that the existing Chair of Economics, 
recently vacated by the retirement of Professor Hamilton Whyte, 
had simultaneously been filled by the appointment of Mr. H. D. 
Dickinson. We offer him our best congratulations and good 
wishes, 5 











RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society (Series A) 


Vout. CXIV, Part I, 1951. The Doctor’s Day and Pay—Some Sampling 
Inquiries into the Pre-War Status. The Inaugural Address of the President, 
Professor A. Bradford Hill, D.Sc., Ph.D., delivered November 22nd, 
1950 (with proceedings). A Discussion on the Reports of the Royal Com- 
mission on Population. Opened by Sir Alexander Carr-Saunders, Sir 
Hubert Henderson, Sir George Maddex and Professor D. V. Glass. Karn- 
ings and Conditions of Employment in Agriculture : H. Patoa and I. G. R. 
Davies. The Agricultural Statistics of the United Kingdom: D. K. 
Britton and K, E. Hunt. 


Economica (New Series) 


Vou. XVIII, No. 70, May 1951. Imperfect Competition in Retail Trades : 
Jux1a Hoop and B. 8. Yamey. A Regional Analysis of British Import 
Prices : K.L. Kinsman. Great Britain’s Capital Formation, 1865-1914 : 
J.H.Lenrant. Changes in the Structure of the German Banking System : 
J. LaANNER. The Removal of Trade Barriers—The Regional versus The 
Universal Approach: J. E. MEADE. 


The Economic History Review (Second Series) 


Vou. III, No. 3, 1951. Statistical Trends and Historical Changes: 8. 
Kuznets. The Elizabethan Aristocracy—an Anatomy Anatomized: 
H. R. Trevor-Rorer. The Tramping Artisan: E. J. Hopspawm. 
Housing in England and Wales during the Business Depression of the 
1930’: A. P. Brcxer. Early English Fulling Mills—Additional 
Examples: R. LENNARD. The Deposits of Hugh Despenser the Younger 
with Italian Bankers: E. B. Frypr. The Ledger of Thomas Howell: 
G. ConNnELL-SmitH. The Decline of Norwich: M. F. Luoyp Pricuarp. 
British Industrial Villages in the Nineteenth Century : W. Asuwortu. 
Essays in Bibliography and Criticism XVII—The History of the Potato : 
K. H. ConneE.t. 


The Manchester School of Economic and Social Studies 


Vou. XIX, No. 2, May 1951. Utility and All That: D. H. Roserrson. 
Economic Opinion in England as Jevons Found It; S. G. CHECKLAND. 
The Case for Rationalisation of the Building Industry : I. Bowen. The 
Economic Development of the Highlands : T. A. F. Nose. 


The Political Quarterly 


Vou. XXII, No. 2, Aprir—JunE 1951. Some Considerations on the New 
South Asia: L. VAN DER Post. British Government since 1918: Sm 
ARTHUR SALTER. Prospects for the Council of Europe: A. CROSLAND, 
M.P. Civil Servants and the Civil Service, 1850-1950: O. R. Mac- 
GREGOR. Unesco and the Achievement of Peace: W. H. C. Laves. 
Italy—East or West?: Ninetra 8S. Jucker. Split Nation: T. 
Drisera, M.P. The Forestry Commission: J. A. G. GRIFFITH. 


The Sociological Review 


Vou. XLII, Section IX, 1950. Structure and Function : W. J. Goove. 

Vou. XLIII, Section I, 1951. The Relevance of Group Dynamics to Rural 
Planning Problems : G. DUNCAN MITCHELL. 

Vou. XLIII, Section IT, 1951. The Effect of the Design of the Temporary 
Prefabricated Bungalow on Household Routines. 
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Population Studies 

Vou. IV, No. 4, Marcu 1951. Fertility and Reproduction of the Beduin : 
H. V. Munsam. The Pattern of Puerto Rican Fertility: J. W. Comss 
and K. Davis. Analysis of a Hypothetical Stationary Population by 
Family Units. A Note on Some Experimental Calculations: 8. P. 
Brown. Household Structure and Housing Needs: Ruta Guass and 
F. G. Davipson. Reproduction and Replacement: H. Hyrentvus. 
Vital Statistics of the African Population of Southern Rhodesia in 1949 : 
J. R. H. SHavut and C. A. L. Mysureu. A Note on Abridged Life Tables 
for Ceylon, 1900-1946 : N. K. Sarkar. 


The Eugenics Review 
Vou. 43, No. 1, Aprit 1951. Hugenics and Human Ecology: G. C. L. 
BerTRAM. Galton’s Views on Race: C. P. Buacker. The Ideal of an 
Elite: P. BuoomFreLp. Planned Parenthood in India : Vera Houcuton. 
Relationship between Intelligence and Size of Family : F. W. WARBURTON. 
Galton’s Hereditary Genius (Reprint of the second edition): R. A. FisHEr. 


Accounting Research 


Vou. 2, No. 2, Apriz 1951. Theory of Foreign Branch Acvvunts: W. T. 
Baxter and B. 8. Yamey. A Note on Reserves, Provisions and Profits : 
H. C. Epry. A Slaver’s Accounts: B. B. Parkinson. The Measure- 
ment of Productive Efficiency—Preliminary Report : By a Sub-Commitice 
of the Incorporated Accountants’ Research Committee. The Impact of 
Indirect Taxes on Costs : R. W. Moon. 


Bulletin of the Oxford University Institute of Statistics 
Vout 13, No. 5, May 1951. Family Expenditure in 1949 (Part II): T. 
Scuutz. Rearmament and the U.S. Balance of Payments: T. BaLoau. 
Inventory Gains and the National Income : P. D. HENDERSON. 


London and Cambridge Economic Service 
Vou. 29, ButteTiIn 2, May 1951. Prospects for 1951—A Symposium. 
Building and Civil Engineering and the Re-armament Programme : I. 
Bowen. Wages and Earnings: A. L. Bowtxy. Home Finance : 
G.S. Dorrance. International Finance: G. 8. DoRRANCE. 


The Banker 


Vou. 96, No. 304, May 1951. A Stop-Gap Budget. New Problems for the 
Sterling Area. The Long-Term Outlook for Raw Materials: E. H. 
Stern. The Persian Oil Problem: By a Special Correspondent. After 
the Tucker Report: H. Norris. Building Societies in 1950: O. R. 
Hosson. Floating Charges—A Conflict of Laws: M. Mecran. Welsh 
Industry and Rearmament : E. V. Morcan. 

Vox. 96, No. 305, June 1951. America Draws Breath. The Federal Reserve 
and the Treasury : B.C. HatLowEtt. Why Did Britain Recover? : 1— 
The Statistics Analysed. French Inflation Again: C. R. HarGRove. 
Euthanasia for the Swiss Rentier? A Case-Study of Keynesian Prophecy. 
Trends in Scottish Ranking : F.S.Taytor. The New Rating Procedure : 
T.J.SopH1an. Cashing a Cheque in Japan; H. Carew. 

Vot. 97, No. 306, Juty 1951. Debate on Revaluation. Banking Panorama 
from 1851: P. H. Empren. Irish Economic Survey. 


The Bankers’ Magazine 

May 1951. Check to the Welfare State : a dead end Budget. International 
Survey: H. E. Evrrr. Recent Legal Decisions of Interest to Bankers : 
C. B. Drover. Balance of Payments, 1950-51 : J. HuNswortu. 

JuNE 1951. The Age of Looting. Money and Banking in the Twentieth 
Century—Banking in Ireland: G. C. Brown. Compulsory Disclosure 
of the Customer’s Account : G. BoucHEN GraHaM. Inflationary Potential 
and Prices: E.H. Stern. ‘Talking of Retirement: W. RiptEy. Recent 
Legal Decisions of Interest to Bankers : C. B. Drover. 
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Barclays Bank Review 
Vou. XXVI, No. 2, May 1951. Sir William M. Goodenough, Bart., LL.D. : 
An Appreciation. Is the World Over-Consuming? European Coal 
and Steel Community. The Budget. British West Indian Sugar. 


District Bank Review 


No. 98, JuNE 1951. The Fight for Electricity. From Cloister to Counting. 
house. A Retreat from Bulk Buying. 


Lloyds Bank Review 
No. 21, Juny 1951. Guns, Butter and Cows: J. DAvENPoRT and K, 
Buiocu. The Colombo Plan for Economic Development: V. K. R. V. 
Rao. Local Finance: D. N. Cuester. The Life of John Maynard 
Keynes: Tue Epiror. 


Midland Bank Review 


May 1951. Monetary Survey, 1950-51. Britain’s Glasshouses—A De- 
veloping Industry. 


National Provincial Bank Review 


No. 14, May 1951. Are Economics Real? : K. Picktuorn. The Tinplate 
Industry : Its Present and Future Prospects : W. E. MincHINTON. 


The Three Banks Review 
No. 9, Marcu 1951. The Present Economic Position of Japan: G. C. 
ALLEN. Aluminium and Rearmament. Randolph Caldecott—Bank Clerk 
and Artist. 
No. 10, June 1951. Some Features of International Trade in 1950: E. 
Devons. Sulphur 1951: C.E. Youne. The Home Guard (1800). 


Westminster Bank Review 


FESTIVAL OF BRITAIN SUPPLEMENT. An Intelligent Observer at the Cross- 
ways of Exchange: R. H. Morrram. The Architecture of Banks: T. 
Spencer. Fashionand the Banks : J. LAVER. 

May 1951. Some Social Aspects of the Colombo Plan: R. Firtx. In- 
flation and the Budget. Britain’s Water Supplies. Capital Outlay in the 
Oil Industry. Manpower in Agriculture. 


Planning 
Vou. XVII, No. 327, 1951. The Strategy of World Development. 
Vou. XVII, No. 328, 1951. The Universities and Adult Education. 
Vou. XVIII, No. 329, 1951. The Approach to Land-Use Planning. 


Town and Country Planning 

Vou. XIX, No. 85, May 1951. Paying for Planning: C. THornrton- 
Kemstzy. Railways and Planning To-day: M. R. Bonavra. The 
Expansion of Country Towns: G. P. Hirscu. Planning for Road 
Safety: R. Syme. The Control of Outdoor Advertisements in Towns: 
R. H. MoCauu. Legal Notes: A. E. Tettine. Planning Problems of 
Warwickshire: J.J. Brooxs. The Life of Buildings : G. A. ATKINSON. 

Vou. XIX, No. 86, June 1951. Starting Life in a New Town : MARGARET 
Wracae. TCPA Annual General Meeting. Town Planning in Victoria: 
R.A. GARDNER. Alien Trees: J.D.U.Warp. Pre-View of Lansbury: 
T. F. Tuomson. Canadian City Problem: F. J. Ossporn. Nature 
Reserves in Planning : G.Drent. Legal Notes: A.E.Tretiine. Birming- 
ham’s Planning Problems : H. Jackson. 

Vou. XIX, No. 87, Juty 1951. Planning for the Needs of Old People: 
JEAN THompson. Dispersal for Productive Defence. Landscape Design 
in Horticultural and Agricultural Landscapes—I : B. Hacxetr. Work 
of a District Valuer. Legal Notes: A. E. Tetxinc. Environment and 
Health: T. F. Thomson. The Lesson of Willesden : A. WurrtickK. 









1951] RECENT PERIODICALS AND NEW BOOKS 665 







































Progress (Lever Bros.) 


Vou. 41, No. 230, Sprine 1951. Huropean Unity and the British Common- 
wealth: P. Ryxens. Health in Industry: W. Epwarps. Only a 
Fishmonger’s Mortar-Board : B. Hoxttowoop. The Place of the 
Chemist in Indusiry: H. Battantyne. Indigo Dyeing in Nugeria. 
In the Service of 500, ‘000, 000 Consumers: I. CoorER. Price’s (Brom- 

h) Lid.: U. Fieminc. The Economics of an English Breakfast : 
Ww. P. Bucur. 


Journal of the Statistical and Social Inquiry Society of Ireland 
(One Hundred and Third Session) 

Vou. XVIII, 1949-50. Symposium on Social Security. Financial Results 
on Twenty-Five Farms in Mid-Roscommon in 1948-49 : R. O’Connor. 
Marshall Aid: G. A. Duncan. Theory and Policy in Anglo-Irish Trade 
Relations, 1775-1800: R. D. Cotnison Buack. State Enterprises : 
J.O’Donovan. The Universities—III : J. MEENAN. 


The Canadian Journal of Economics and Political Science 


Vou. 17, No. 2, May 1951. The Life and Work of John Rae: R. WARREN 
James. Ministerial Control of the British Nationalized Industries: F. 
Mrxican. Bentham’s Ideal Republic: T. P. Pearpon. The Present 
System of Local Government in Canada—Some Problems of Status, Area, 

Population and Resources: K. Catuarp. The Dangers of Declaring 
Human Rights: H. F. Ancus. The Nature of Economic Man—A Re- 
joinder: B.S. Keresteap. The Nature of Economic Man—A Reply : 
C. ReEINoLD Noyes. 


Review of Economic Progress 


Vou. 2, No. 10, OcroBER 1950. Conswmption of Primary Products as a 
Function of Real Income—I1. 

Vou. 2, No. 11, NovEMBER 1950. Consumption of Primary Products as a 
Function of Real Income—II1. 

Vou. 2, No. 12, DECEMBER 1950 and 

Vou, 3, No. 1, January 1951. Consumption of Principal Classes of Goods 
and Services as a Function of Real Income. 


Bank of New South Wales Review 


No. 4, Fepruary 1951. “Industrial Costs and Efficiency. Government 
Export Contracts. Fiji Development. 


The South African Journal of Economics 


Vou. 18, No. 4, DeceMBER 1950. Liberalism and its Conquerors: H. A. 
ReyBurn. Some Aspects of Capital Movement, Investment and Financial 
Liquidity: T. van WaaspisK. The South African Railways and the 
Newton Report : C. 8. Richarps and J.C. Laicut. Family Income and 
Expenditure in a Ciskei Native Reserve: D. Hosart Hovucuton and 
D. Pumcox. The Housing Component in a Minimum Standard of 
Living: Brunaitpe Hem. 

Vou. 19, No. 1, Marcu 1951. Gold and the Return to the Ideas b John 

Law: C. Rist. The Price of Gold and its Place in Monetary T' 
P. F. D. Waris. Keynesian Views on the Price of Gold: W. J. 
Busscnau. The Anglo-American Council on Productivity—A Challenge 
to Government and Management (review article): I. 8. Luoyp. Variable 
Costing—An Aid to Management (Part I): Z. 8. Gurzynsxi. The 
Balance of Payments of Southern Rhodesia, 1946-49 : A. G. InvinE. 


Tata Quarterly 
Vou. VI, No. 1, JANUARY 1951. ‘‘ Self-Sufficie ” Effort. Economic 
and Financial Review f be w 
No. 243.—vo.. LXI. xx 
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Pakistan Economic Journal 


Vou. II, No. 3, Marcu 1951. Appreciation of Pakistan's Monetary Policy 
(National City Bank of New York). Devaluation and Pakistan. The 
Problem of the Ratio of the Pakistan Currency: A. F. A. Hussain. 
Currency Valuation: S. AnMap. Exchange Rate of the Pakistan Rupee : 
H. RanmMan. Jute under Non-Devaluation: M. R. Swarr. Devalua- 
tion: M.N. Aumap. Financial Control: Z. Hussatn. Pakistan’s De- 
velopment Plan: A.Aut. Six-Year Plan for the Development of Pakistan : 
S.M. T. Hasumri. Reflections on the Food Problem: A. FARouK. 


Journal of the Anglo-Egyptian Chamber of Commerce 


Vou. II, No. 1, March 1951. Agricultural Conditions in Egypt in 1950, 
Position and Prospects of Egyptian Cotton in the United Kingdom for 1951, 
The Board of Trade and the British Companies Act. Egyptian Fisherics 
and Livestock. Labour Legislation in Egypt. United Kingdom T'rade 
with Egypt. 

Vou. Il, No. 2, Junge 1951. Egypt in 1950. Diesel—Electric Trains for 
Egypt. Inland Navigation in Egypt. Traffic on the Suez Canal in 1950. 
Factory Inspection in Egypt. Calls for Tenders. United Kingdom rade 
with Egypt. Egyptian Legislation. 


International Labour Review 


Vou. LXITI, No. 3, Marcu 1951. The Stabilisation of Dockworkers’ 
Earnings—I: A. A. P. Dawson. Some Aspects of Industrial Injury 
Prevention: A. UytTpENHOEF. Co-ordination of Wage Statistics in the 
Scandinavian Countries and Finland. Facilities for Women Workers 
with Home Responsibilities. 

Vou. LXIII, No. 4, Aprit 1951. Harold Butler. The Siabilisation of 
Dockworkers’ Earnings—II: A. A. P. Dawson. Workers’ Housing 
Programmes in Asian Countries. Financial Review of French Social 
Security in 1949. Welfare in Belgian Industry. 


Quarterly Bulletin of Steel Statistics for Europe (United Nations) 
No. 2, Marcu 1951. 


World (United Nations) 


Vou. 4, No. 12, DecEMBER 1950. Guns for Germans: L. Lanta. The 
Last Call; P. H. Spaax. Russia's Men on Horseback : D. Cort. The 
Credit Side: C. P. Romuto. French and British Diplomatic Plans. 
Benelux To-day and To-morrow: E. Jaspar. Spokesmen for Benelux : 
W. Dress, J. PHOLIEN and P. Dupona. Isolation is Dead: T. W. 
PHILLIPS, JR. 


Public Finance (International quarterly journal devoted to the study of 
fiscal policy and related problems) 


Vou. VI, No. 1, 1951. Tax Administration in the United States: J. W. 
Martin. Le Probléme de la Réforme de la Fiscalité frangaise (suite) : 
M. Curttien. ERP and Government Finances of the participating 
Countries: J. BEROLZHEIMER. On the Historiography of Thought on 
Public Finance: E. Morsetx1. The Sixth Annual Institute on Federal 
Taxes (A Report). 

Vout. VI, No. 2, 1951. War Finance and Tax Reform in the United States : 
F. K. Mann. Das Kapitalbudget und scine Darstellung: K. HeEtntc. 
Notes on an Income Effect of changing Interest Rates : M. I. WuiTE and 
M. Miutzr. Le Probléme de la Réforme de la Fiscalité frangaise (fin) : 
M. CHRETIEN. 


The Annals of the American Academy of Political and Social Science 


Vou. 274, Marcu 1951. Labor in the American Economy. 
Vou. 275, May 1951. Civil Rights in America. 
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The Quarterly Journal of Economics 


Vou. LXV, No. 2, May 1951. Review of the Troops (A Chapter from the 
History of Economic Analysis): J. A. Schumpeter. Distance Inputs 
and the Space-Economy. Part I—The Conceptual Framework: W. 
IsarD. Long-Range Cost Estimates for Old-Age Insurance: C. C. 
KI“LLINGSWoRTH and GERTRUDE SCHROEDER. Oil Refining—Cross- 
Elasticities of Supply: A. MannE. Union Wage Policy and the Supply 
of Labor: L. Utman. On the Theory of Price Agreements: H. Brems. 
Collusion under the Sherman Act: C. KaysEen. Price Discrimination 
and the A. and P, Case—Note : R. Fetn.—Comment : M. A. ADELMAN. 
Money Demand and the Interest Rate Level—Comment : M. Rostnson. 
—Reply : Etrnor Harris. 


The Journal of Political Economy 


Vou. LIX, No. 2, Aprin 1951. Wealth, Saving and the Rate of Interest : 
L. A. MetzLErR. United States Merchant Marine Policy and Surplus 
Ships: J. G. B. Hurcontns. Advertising, Product Variation and the 
Limits of Economics: A. SHERRARD. Wage Determination and In- 
voluntary Unemployment: A. Rees. The Wealth-Saving Relationship : 
G. ACKLEY. Housebuilding in the San Francisco Bay Area: 8. J. 
MAISEL. 

Vou. LIX, No. 3, June 1951. The Division of Labor is Limited by the 
Extent of the Market: G.J.Sticter. Want Development in Undeveloped 
Areas : ELIZABETH E. Hoyt. Commodity-Reserve Currency : M. FrIEpD- 
MAN. The Alleged Inflexibility of Compensatory Public Works Policy : 
E. Jay Howenstine. The Classicists’ Use of ‘‘ Demand”: V. E. 
SmitH. Keynesianism and Inflation: W. A. Morton. 


The American Economic Review 


Vor. XLI, No. 1, Marcu 1951. The Réle of Principles in Economics and 
Politics: F. H. Kwyicut. A Program for Economic Mobilization : 
E. 8. SHaw and Lorie Tarsus. Proceedings on Economic Mobiliza- 
tion—General Strategy of Economic Policy: A. G. Hart. Price Control 
and Rationing: D. H. Wattacre. Wage Rate Control Standards: C. R. 
DaucHerRtTy. Price Control for Non-Cost-of-Living Items: L. V. 
CHANDLER. Price and Production Controls: G. AcxiEy. Is Price 
Control Really Necessary?: W. Gorter and G. H. HILDEBRAND. 
Economists’ Statement on Anti-Inflationary Measures. Credit Control in 
France: M. A. Kriz. On the Measurement of Income Inequality: R. R. 
Scuutz. Secondary Reserve Requirements for Banks: E. C. Stmmons. 
The Distorting Effects of Direct Taxation: E. Scnowartz and D. A. 
Moore. The Overinvestment Theory of the Cycle: G. A. BisHop. 

Vou. XLI, No. 2, May 1951. Papers and Proceedings of the Sixty-third 
Annual Meeting of the American Economic Association. The Role and 
Interests of the Consumer: Mary JEAN Bowman, G. H. HILDEBRAND 
and D. McCorp Wrieur. Institutional Economics : C. E. Ayrss, M. A. 
CopELAND and A. L. Harris. LHzecutive Decisions at the Top Level : 
L. Lyon, F. D. Srerxin and R. E. Fuanpers. Economic Theory, 
Statistics, and Economic Practice: H. 8. Dennison, R. Vintne and 
F.M. Boppy. Capital and Interest: J. F. Weston, F. E. Norton, Jr., 
M. Moonrrz and A. H. LeicH. Economic Stabilization: A. SmMITHIES 
and L. W. Mints. Modern Industrialism and Human Values: H. A. 
Innis and K. E. Boutpine. Factors in Modern Industrial Development : 
P. E. James, Y. Brozen, 8. D. CuarK, and H. G. AuBREy. Government 
Action or Private Enterprise in River Valley Development: W. W. 
Horner, P. J. Raver and B. U. Ratcurorp. Economic Progress— 
General Considerations : 8. Tax, J. E. Sawyer, H. W. BatGooyeEnN and 
J. J. Speneter. Differential Economic Progress—Some Cases, Com- 
parisons, and Contrasts : D. H. Bucuanan, S. A. Mosk and J. V. Van 

Sickie. Point Four—Development of Backward Areas: J. BASTER 

and W. L. Tuorp. Current Problems in International Trade: J. H. 
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WituiaMs, K. E. Knorr and M. L. Horrman. The Economy of the 
Soviet Union: L. Vourn and J. A. KersHaw. Changes in National 
Transportation Policy: J. C. Netson, E. W. WIL.iAMs, Jr., and §. 
Berce. Public Utilities and National Policy: H. M. Gray and C, 
Woopy THompson. The Housing Problem—I. The Current Situation : 
L. GrREBLER and D. Gate Jounson. The Housing Problem—II: 
Long-run Effects of Government Housing Programs: L. N. BLooMBERG 
and S. J. Matset. Hconomics of Medical Care—I. The Problem: E. 
GinzBErG, F. GotpMann and H. E. Kuarman. Economics of Medical 
Care—II. Alternative : S. E. Harris, C. A. Kuup, and J. RorHENBERG, 
Economics in General Education—Round Table on Report of Committee 
on the Teaching of Elementary Economics: L. E. LEAMER, A. LAUTER- 
BACH, H. Taytor and B. W. Lewis. Farm Problems—II. Agricultural 
Price Support: G. MEHREN. 

Vout. XLI, No. 3, Jung 1951. Some Aspects of Welfare Economics: A.C. 
Piaou. The State of Welfare Economics: T. Scrrovsky. Some Notes 
on Mr. Hicks and History: W. W. Rostow. American Business 
Cycles, 1865-79 : R. Fets. The Multiplier Time Period: G. AckiEy. 
New Ideas in International Trade Theory: R. W. STEVENS. Wage 
Determination in the Steel Industry : A. REEs. 


The Review of Economics and Statistics 


Vou. XXXIII, No. 2, May 1951. Schumpeter—Social Scientist. Intro- 
ductory Remarks: S. E. Harris. Schumpeter as a Teacher and 
Economic Theorist: P. A. SAMUELSON. Schu "3 Early German 
Work, 1906-17 : E. Scone wrER. Schumpekr and Quantitative Research 
in Economics: J. TINBERGEN. The Monetary Aspects of the Schum- 
peterian System: A. W. Marcetr. Schumpeter’s Theory of Interest: 
G. HaBERLER. Schumpeter’s Contribution to Business Cycle Theory: 
A. H. Hansen. The Impact of Recent Monopoly Theory on the Schum- 
peterian System: E. H. CHAMBERLIN. Schumpeter on Monopoly and 
the Large Firm: E. 8S. Mason. Schumpeter’s Economic Methodology : 
F. Macutup. Schumpeter’s Political Philosophy: D. McC. Wriaut. 
Historical Implications of the Theory of Economic Development: A. P. 
User. Schumpeter and Keynes: A. Smiruties. Reflections on 
Schumpeter’s Writings: W. F. STOLPER. 


Social Research 


Vou. 18, No. 1, Marcu 1951. To Check Inflation: A. Jounson. The 
Specialist as a Psychological Problem: U. SONNEMANN. Agricultural 
Policy and the Business Cycle: J. Osrrn. International Co-operation in 
Africa: N. CHukwuEMeKA. Making Music Together—A Study in 
Social Relationship: A. Scuttz. Soviet Politics and Power (Note): 
E. HEMANN. 


Econometrica 


Vou. 19, No. 2, Aprm 1951. Some Personal Reminiscences on a Great 
_ Man: R.¥Friscu. The Rate of Interest: Joan Roprnson. Le ‘* Revenu 
Distribuable”’ et les Pertes Economiques : M. Borreux. The Invalidity 
of Classical Monetary Theory: D. Patinxin. Inconsistency and In- 
inacy in Classical Economics: K. Brunner. The Application 

of Pareto’s Law of Income to Japanese Data: M. HayaKawa. Two 
Consequences of the Transposition Theorem on Linear Inequalities : 
T. S. Morzxin. A Note on Motzkin’s Transposition Theorem: M. L. 
a. An Interesting General Form for a Production Function: A. 

ELLNER. 


Journal of Farm Economics 


Vou. XXXII, No. 1, Fepruary 1951. Elasticities of Expenditures for 
Farm Family Living, Farm Production, and Savings, United States, 1946 : 
T. Witson Lonemore and C. C. Taytor. Price Expectations and Re- 
actions to Uncertainty by Farmers in Illinois : D. B. Witi1ams. Recent 
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Agricultural Developments in Eastern Europe : L. D. Schwene. Effects 

of Farm Price Changes on Efficiency in Farming: W. W. Wi cox. 
Availability of Capital and Production Innovations on Low-Income 
Farms: W. E. HenprRIx. Functioning of the Labor Market: D. Gate 
Jounson. Discussion: L. S. Harpin. Economic Considerations in 
Fryer Production and Marketing in the Pacific Northwest: E. L. Baum 
and H. G. Watxup. Fluctuating Farm Income and the Tax System : 
D. W. Burcu. 

Vout. XXXIII, No. 2, May 1951. Political and Administrative Guide- 
Lines in Developing Public Agricultural Policies: W.R. Parks. Land 
Reform in Japan ; M. B. Witutamson. Some Effects of Land Reform in 
Thirteen Japanese Villages: A. F. Raper. Food Production Strategy 
and the Protein-Feed Balance: R. P. CHRISTENSEN and R, L. MIGHELL. 
Some Fundamental Economic Concepts and Economic Analysis of Costs : 
W. W. McPuerson. A Framework for Land Economics—the long 
view: T. W. Scuurtz. C titive Situation of Egyptian Cotton in 
the American Market: ZAKt MAHMOUD SHABANA. Indiviaul vs. Group 
Commodity Reserves for Price Stabilization: R. J. SCANLAN. 





Land Economics 

Vou. XXVI, No. 4, NovemBEeR 1950. Research in Agricultural Political 
Science: W. R. Parxs. Territorial Aspects of Electric Rate Making : 
W. F. Kennepy. Methods and Objectives of Scientific Agrarian Policy : 
C. von DretzE. Farm Woodland Utilization in the Douglas Fir Region : 
K.S. Lanpstrom. A Reply from England on the Effects of the Town and 
Country Planning Act, 1947: F. Hewtiines and P. F. Wenpr. 

Vout. XXVII, No. 1, Fepruary 1951. Considerations for Reclamation 
Policy: M. C. Taytor. The Farming Co-operative: a new system of 
farm management : O. Scu1ttER. Public Utility Rate Control in a Period 
of Price Inflation: J.C. Bonsricut. The Rollover in Rental Housing 
J. Backman and A. Girtow. A Water Policy for the American Pook. 
The Report of the President’s Commission : R. J. PENN. 

Vout. XXVII, No. 2, May 1951. Emergent Urban Problems of Intercity 
Motor Transportation : J. D. Fetimann. Otto Schiller’s ‘‘ Farming 
Cooperative”’—A Critical Appraisal: K. Branpt. An Investigation 
of Economies of Large Size in Steam Engines: J. B. Lansine. II. 
Welfare Theory, Technological rer and Public Utility Investment : 
Y. Brozen. Land or People? : C. M. Harpin. Equity Grounds for 
Property Taxation Re-examined : H. M. Groves and LovuisE PROBER. 
Buying Farms with Hundred Percent Loans—An Analysis of the Farm 
Security Administration Loan Experience in Wisconsin: W. KEITH 
Burkett and K. H. Parsons. 


The Journal of Economic History 

Vout. XI, No. 1, Winter 1951. The English Landed Estate in the Age of 
Coal and Iron, 1830-1880 : D. Sprina. The State as a Unit in Study of 
Economic Growth: S. Kuznets. An Analysis of Soviet Agriculture : 
A. GERSCHENKRON. Sociological Aspects of Change and the Entre- 
preneur: H. M. Jounson. Two Analyses of Britain’s Transition : 
W. W. Rostow. 

Vou. XI, No. 2, Sprine 1951. Moral Conditions of Economic Growth : 
K. F. Hewzemer. The Desert Telegraph—A Church-owned Public 
Utility: L. J. Arrineton. A Note on Interpenetration of Anglo- 
American Finance, 1837-1841: J. Dorrman. Sir John Howard 
Clapham and the Empirical Reaction in Economic History : A. P. USHER. 
The Early History of the Russian Peasantry : J. Buum. 


Industrial and Labor Relations Review 
Vot. 4, No. 3, Apri 1951. Strike Experience in Five Countries, 1927-1947 
—An Interpretation : A.M. Ross and D. Irwin. Criteria in the Making 
of Wage Decisions by “ Neutrals ”’—The Railroads as a Case Study: F. 
Meyers. The Legend of Joe Hill: V. H. Jensen. The Printing 
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Pressroom Foreman—Union Man (a case study) : EvizABETH FAULKNER 
Baker. Foremen and Their Social Adjustment: 8. C. SuFRIN. Role 
of Labor Market Analysis in Man Power Mobilization: L. LEving. 
Comments by L. P. Apams and N. A. Totites. New Directions for 
Labor Market Research: Guapys L. PatmMer. Comments by 8. E. 
Harris and C. M. Armstrone. An Appraisal of the New York Dis- 
ability Benefits Law: R. Trwove. The New York Disability Benefits 
Law—The Model Approach: M. W. Zucker. Comments by H. A. 
Gray, S. Barkin, L. Teper, M. F. Hitrrncer, C. W. RivorrE and H. R, 
EL.ior. 


Harvard Business Review 


Vout. XXIX, No. 1, January 1951. Making Human Relations Work : 
EnizaABETH and FRANCIS JENNINGS. Current Practices in Executive 
Compensation: A. Patron. How Much to Spend on Advertising : 
J. Dean. Economic Education for Employees: W. H. STEVENSON. 
Threat of the Walsh-Healey Act: G. D. Rettiy, R. 8. Hastam and R, 
MoptEy. Bank Stocks at a Discount: R. E. Spractr. Estimating 
Industrial Accident Costs: R.H.Stmonps. T'ax Program for Sustained 
Mobilization : J. Kerra Butters, W. FELuLNER, J. LInTNER, D. THROOP 
Situ, A. Smirures and 8. 8. Surrey. 

Vou. XXIX, No. 2, Marcu 1951. Major Economic Problems of Mobiliza- 
tion: 8S. E. Harris. Evaluation of Forward Buying: H. T. Lewis. 
A Tool for Management Control: J. R. Curtey. The Schuman Plan: 
J.CHASTENET. T'axesand Mergers : J. Kerra Butters and J. LINtNER. 
Efficiency and Profitability in Relation to Size: R. C. OsBorn. The 
Anatomy of Investment Decisions: W.W. HELLER. Accelerating Air- 
craft Production during World War II: D. W. Ew1na. Use of Opinion 
Research: L. Bocart. 

Vout. XXIX, No. 3, May 1951. Management’s Responsibilities in a Com- 
plex World: F. W. Axsrams. Young Businessmen and Germany's 
Future: J. WinscuunH. Good Taste in Advertising,: 8. R. BERNSTEIN. 
Fashion Merchandising: A. H. Dantets. Public Education for Labor 
Skills ; Wm. Leavitt Stopparp. Population Trends and Management 
Policy: P. F. Drucker. Investment Companies—Closed-End versus 
Open-End: J. A. Ctose. The Champion Case—What Is Competition ? : 
H. L. Hansen and M.N.Smirx. Small Business and Defense Contracts : 
P. F. AsHLER. Accelerated Amortization: KR. SCHLAIFER, J. KEITH 
Butters and P. Hunr. 


Economic Geography 


Vout. 27, No. 1, January 1951. Some Problems and Techniques in Isopleth 
Mapping: J. Ross Mackay. Alaska, Land of Opportunity—Limited : 
W. J. EiremMan and Auice BoarpMan Smuts. The Salines of South- 
eastern California: W. Cater. Emigration to British East and Central 
Africa: R. R. Rawson. ‘“‘ High Farming” in the East Midlands and 
East Anglia, 1840-1880: G. KE. Fussetx. Potential Areas of Cacao 
Cultivation in South America—A Review : O. JONASSON. 

Vou. 27, No. 2, Aprit 1951. Abaca and the Philippines: J. E. SPENCER. 
The Power Industry in the Soviet Union : E. Turret. Inshore Fisheries of 
South Africa: P. Scorr. Fiji—A Study of Tropical Settlements: G. 
Taytor. The Lower Peninsula of Michigan and the Western Michigan 
Dairy Region—A Segment of the American Dairy Region : L. Duranp, Jr. 


Revue D’ Economie Politique 


Vou. 61, JANUARY—FEBRUARY 1951. Stagnation et croissance économiques. 
Eléments d’une dynamique séculaire. Rapport introductif au Congres 
des économistes de langue frangaise (mai 1951): H. Gurrron. La 
politique du plein emploi et ses limites. Rapport introductif au Congrés 
des économistes de langue francaise (mai 1951): J-E. Mertens. Le 
mécanisme des prix et de lintérét dans une économie concurrentielle 
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aléatoire: P. Mass&. Quelques aspects internationaux des fluctuations 
cycliques en France de 1880 & 1913: G. S. Pesmazocitu. Un jugement 
sur la politique agricole de la France: C. Rist. Un bilan de nos con- 
naissances monétaires: L. Baupin. Le “‘ Survey” de Howard S. 
Ellis: J. Wetter. Neécrologie: Roger Picard (1884-1950): B. 
LAVIGNE. 


Revue Economique 


No. 5, DECEMBER 1950. Les salaires dans lV’ économie frangaise : A. SAUVY. 
Cycle économique et milieu international : H.Gurrron. La détermination 
des normes et la méthode de la science économique: R. PREVOST; 
“Note sur Vétude de M. Prévost” : P. Dietertzn. D’ “ Economie 
et Humanisme”’ & Véconomie humaine: L-J. LEBRET and G, CELESTIN. 
Rationalisme concret et traditionalisme libéral dans V’euvre de Georges 
Sorel: G. Gortity. La répartition de Vindustrie de Valuminium: J. 
CHARDONNET. Aspects particuliers dune libération des échanges: J. 
WertteR. La valeur de la monnaie dans lVéconomie contemporaine : 
H. Guirron. propos d’une nouvelle histoire des théories économiques : 
J. Laomme. Finances publiqucs et transformations économiques: A. 
MARCHAL, 


Population 


Vou. 5, No. 4, OcroBER—DECEMBER 1950. L’ I.N.E.D. a cing ans: A. 
Sauvy. “La famille heureuse”’ ou Voptimum familial: R. DEBRE. 
Deux enquétes nationales sur la maternité et sur la santé de l'enfant en 
Grande-Bretagne : J. W. B. Dovetas. La population de la région de 
Youkounkoun en Guinée frangaise : M. DE LESTRANGE. Les recherches 
américaines sur la mobilité sociale: Natatie Rocorr. La mesure de la 
consanguinité—perspectives dapplication &@ la démographie: L. TABAH 
and J. Surrer. Une enquéte sur les besoins des familles : A. GrRARD. 


Statistiques et Etudes Financiéres 


No. 28, Aprin 1951. L’évolution de la trésorerie en 1950. Statistique des 
bénéfices industriels et commerciaux réalisés en 1949 et imposés en 1950 
daprés le régime du forfait. Statistiques. Finances comparées— 
Indonésie : La situation économique et financiére en 1950.—Italie: La 
réforme fiscale du 11 janvier 1951. 

No. 29, May 1951. L’évolution des disponibilités monétaires et du crédit 
bancaire pendant le quatriéme trimestre 1950. L’évolution du commerce 
extérieur en 1950. Statistiques. Finances comparées—Grande-Bretagne : 
Le rapport économique pour 1951 et le budget de 1951-1952.—U.R.S.S. : 
Le budget de 1951. 

SUPPLEMENT STATISTIQUES No. 9, 1951. Troisiéme rapport de la com- 
mission des investissements. 





Journal de la Société de Statistique de Paris 


Vou. 92, Nos. 1-2-3, January—Marcu 1951. Utilisation de la tazxe a la 
production pour la statistique: J. Corrtarp. Les variations con- 
comitantes de l’énergie consommée et du produit national: J. Prtvor. 
Chronique de démographie: P. Gasc. Les sondages d’opinion et l’échec 
des prévisions électorales de Gallup en 1948: R. Livy-Brunu. Sur la 
composition des gisements minéraux: F. BLONDEL. Correspondance de 
M. Hemar a propos de la communication de MM. VENDRYES et MALTERRE 
sur la théorie probabiliste de la foule. 


Revue de Science et de Législation Financiéres 
Vot. XLIII, No. 2, Aprir—JunE 1951. Le rétablissement de Véquilibre 
international et les exigences du réarmement: A. Kriz. Considérations 
sur le financement de la Sécurité sociale des travailleurs salariés: H. 
Fuss. Les problémes de l'économie financiére traditionnelle et la théorie 
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keynésienne: E. p’AtBERGO. L’imposition des plus-values immobiliéres 
au Brésil: A. Bateetro. La théorie de Pimpét chez Ricardo: G. 
GrraupEAv. A propos du point de vue théorique de la parafiscalité : H. 
LAUFENBURGER. A propos de ‘“‘l’impét sur l’énergie” de M. Eugéne 
Schueller : H. LAUFENBURGER. Réponse: E. SCHUELLER. 


Economie Appliquée 

Vou. III, Nos. 3-4, Juny—-DecemBer 1950. Numéro consacré a Josef 
Schumpeter (premiére livraison.) Josef Schumpeter: E. Heimann. 
Quelques souvenirs personnels sur un grand homme: R. Friscu. Schum- 
peter—souvenirs dun étudiant: R. TrirFin. Schumpeter tel que je Vai 
connu: E. ScHNEIDER. Schumpeter, Ministre des Finances (15 Mars- 
17 October 1919): G. HaBERLER. Schumpeter, disciple de Walras: G. 
Lepuc. Schumpeter et la méthode économique: A. CHABERT. Schum- 
peter et la vitesse de circulation de la monnaie: M. Fanno. Le probléme 
des cycles économiques de longue durée: P. S. Laprni. Schumpeter, 
analyste du profit: P. DieTERLEN. Schumpeter et le probléme du risque : 
E. Varea. Les classes sociales chez Schumpeter et dans la réalité: J. 
VurtteMIn. Le ‘ Research Center in Entrepreneurial History”: 
R. P. A. TAYMANS. 


Annales de Sciences Economiques Appliquées 


Vou. 9, No. 1, JANuARY 1951. Les investissements internationaux : F. DE 
VocHEL. Evolution des accords de paiement : A. TIMMERMANS. Apergu 
de la conjoncture économique en Belgique. 


Documentation Economique 
Vou. IX, No. 34. Analyses des articles parus au 3me trimestre, 1950. 


Annales de la Faculté de Droit de V Université de Bordeaux 


Vou. 1, Nos. 3-4, 1950. La protection assurée aux droits de Vhomme en 
Droit frangais : J. BRETHE DE LA GRESSAYE. Les Lois contre le morcel- 
lement de la propriété paysanne: P. Rosino. Mawzence Bibié: R. 
PoPpLawskI. 


Bulletin de L’ Institut de Recherches Economiques et Sociales 


Vou. XVII, No. 3, May 1951. Les finances publiques belges en 1950: A. E. 
JANSSEN. Les finances privées: C. Rocrer. Le mouvement social en 
1950: A. Woronorr. Prix, consommation, balance et revenus: F. 
Baupuuin. L’industrie charbonniére belge et le plan Schuman: C. 
DEMEURE DE LespauL. La métallurgie en 1950: R. DE STRYCKER. 
Les industries diverses en 1950: R. Paqurt. La situation économique 
du Congo belge en 1950: J. Lurkspvre. Le commerce extérieur de la 
Belgique en 1950: J. Jusstant. L’agriculture belge en 1950: K. 
PInxTEN. La construction: A. VASANNE. 

Vou. XVII, No. 4, Junz 1951. La conjoncture économique de la Belgique : 
M. Worrrin. Statistiques économiques courantes. 


Revue de l’ Institut de Sociologie 


No. 4, 1950. La géographie humaine du Congo belge : P.Gourov. Milieu 
technique et structure sociale: G. FRIEDMANN. Quelles sont les chances 
de faire ’Europe?: P. pe Groote. De quelques aspects sociaux et 
économiques des ventes a tempérament : H. NEUMAN. 


Revue de l'Institut International de Statistique 


Vou. 18, Nos. 3-4, 1950. Sur un essai infondé_de sauver le coefficient 
classique dit de corrélation: M. Fritcuet. Etude statistique sur les 
propriétés des fontes: P. DeLaportTE. Some Notes on Lot-by-Lot In- 
spection by Attributes: H.C. Hamaker. Class Differentials in Expecta- 

tion of Life at Birth: A. J. Mayer and P. M. Hauser. 
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Jahrbiicher fiir Nationalékonomie und Statistik 


Vou. 163, No. 1, FEBruaRyY 1951. Geldschépfung oder Sparen? Bemer- 
kungen zu dem gleichnamigen Aufsatz von Erich Preiser: H. Timm. 
Replik: E. Preiser. ‘* Under-developed Countries”: CHARLOTTE 
LEUBUSCHER. Beitrdge zur Theorie des Kapitalzinses: O. Kraus. 
Wirtschaftstheorie als Mathematik, Bemerkungen zu Paul Anthony 
Samuelson, Foundations of Economic Analysis: W. KRELLE 

Vox. 163, No. 2, Aprit 1951. Umrisse einer allgemeinen Theorie der Wirt- 
schaftspolitik——I. Teil: A.Lampr. Uber Statik, Dynamik und Liquiditat : 
A. FoRSTMANN. 

Vou. 163, No. 3, May 1951. Wege zur Erkenntnis der Gemeinschaft : W. 
MITSCHERLICH. Umrisse einer allgemeinen Theorie der Wirtschafts- 
politik—II. Teil: A. LAMPE. 


Schmollers Jahrbuch fiir Gesetzgebung, Verwaltung und Volkswirtschaft 


Vou. 71, No. 2, 1951. Grundprobleme der Wirtschaftsphilosophie: H. 
Scuack. Ideologien und soziale Grundbeziehungen: H. SPERLING. 
Ursprung und Zustrom (II). Stilkritische Beitrége zum Kontinuitdts- 
problem in der Wirtschaftsgeschichte Deutschlands: H. Brcutrey. Der 
erste Weltkongress fiir Soziologie in Ziirich : K. G. Specur. 

Vout. 71, No. 3, 1951. Herrschaftsordnung und Gesellschaftsstruktur— 
Erkenntnisojbekt und Aufgaben der politischen Soziologie : O. STAMMER. 
Grundprobleme der Wirtschaftsphilosophie (II): H.Scuack. Materielles 
und formelles Kapitalverhilinis bei Karl Marx: A. Horn. Bedeutung 
und Grenzen der Statistik fiir die Zwecke des Wiederaufbaus : P. QUANTE. 


Vierteljahrshefte zur Wirtschaftsforschung 

Vou. I, 1951. Zur konjunkturellen Situation: A. WISSLER. Quantitative 
Betrachtungen zur gegenwdrtigen Wirtschaftslage Westdeutschlands: F. 
Grinia. Methodik des regionalen Lebenshaltungskostenvergleichs: B. 
Guerrze. Grundsdtzliches zum Problem der Berechnung eines reprdsenta- 
tiven Lebenshaltungskostenindex : M. Nicotas. Hin Vergleich der 
Lebenshaltungskosten in den beiden deutschen Wdhrungsgebieten fiir 
Herbst, 1950 : CHarLoTTe OTTo-ARNOLD. 


Weltwirtschaftliches Archiv 

Vou. 66, No. 1, 1951. Leonhard Miksch in memoriam: A. ZOTTMANN. 
Zur Theorie des rdumlichen Gleichgewichts: L. Mixscu. Cartels and 
Competition : H. Brems. Weltbewerbsprozesse und Arbeitslosigkeit: H 
ArnDT. Optimum Allocation in Econometrics and Physics : A. PIKLER. 
Wiederaufbau und Arbeitslosigkeit (Bemerkungen zu dem Buch “‘ Friedens- 
wirtschaft’’ von Kenneth E. Boulding): W. F. StotPerR. Comments : 
K. E. Boutpinc. Erndhrungsbilanz und Erndéhrungsplanung in Gross- 
britannien: W. Gatz. Illusionen der Wirtschaftswissenschaft (L. Albert 
Hahn, The Economics of Illusion. A Critical Analysis of Contemporary 
Economic Theory and Policy) : L. Mrxscu. 

Vox. 66, No. 2, 1951. Recent Developments of American Economic Think- 
ing: E. Kavper. Gesellschaftsform und Geldleistung : J. KASNACICH- 
Scumip. Measuring Economic Freedom and Planning: T. SurAnyt- 
Uncer. Die Strukturwandlungen im deutschen Aussenhandel und deren 
Folgen fiir die westereuropdische Wirtschaft : T. ZotTscHEw. 


Zeitschrift fir die Gesamte Staatswissenschaft 

Vou. 107, No. 2, 1951. Grésse und Wahn; Betrachtungen zu einem Buch 
von Edith Eucken-Erdsiek : E. Wour. Politischer Wunderglaube und 
Menschenbild: J. Krarr. Das West-Ost-Problem; Hine kulturge- 
schichtliche Betrachtung: R. v. UNGERNSTERNBERG. Das Problem der 
Objektivitat des wirtschaftspolitischen Urteils und der Lésungsversuch der 
neueren Lehre vom wirtschaftlichen Wohlstand: H. Gierscu. Schein- 
probleme der Geldtheorie : O. Vert. Wesen, Aufgaben und Probleme des 

Nationalbudgets: P. Senr. Die von Thiinensche Rentenlehre und die 

Entwicklung der neuzeitlichen Landwirtschaft : I. BRINKMANN. 
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Wirtschaft und Statistik 


Vou. 3, No. 3, Marcu 1951. Weitere Hauptergebnisse der Volks- und 
Berufszéhlung 1950. Der Verbrauch in Arbeitnehmerhaushaltungen im 4. 
Vierteljahr 1950 und im Jahre 1950. Usual statistical information. 

Vou. 3, No. 4, Aprin 1951. Zur Wahl eines einheitlichen Basiszeitraumes 
fiir Indexberechnungen: G. First. Das Volkseinkommen und Sozial- 
produkt 1950: O. ScuOrry. Die Bevilkerungsentwicklung seit 1946. 
Die Verwertung der Kartoffelernte. Die industrielle Produktion im 
Marz 1951. Die Schulden von Bund, Léndern und Gemeinden 1950. 
Die éffentliche Fiirsorge im 4. Vierteljahr 1950. 

Vout. 3, No. 5, May 1951. Zusammenfassende Ubersicht. Wirtschafts- 
zahlen des Bundesgebietes. Der Bauiiberhang am Jahresende 1950. 
Einrichtungen und Leistungen der Deutschen Bundespost. Usual 
statistical information. 


Wirtschaftsdienst 


Vou. 31, No. 4, Aprit 1951. Demontage der Zollschranken in Torquay ? 
Ein Memorandum iiber die deutsche Wirtschafislage. HExportférderung 
im engeren Sinne: H. Ko6utEer. Untersuchung kartell-bildender Vor- 
ginge: J. H. v. Brunn. Die Karielle als Mittel innerwirtschaftlicher 
Koordinierung: F. Orrex. Die Entwicklung der Monopolkontrolle in 
Schweden: E. Tucutretpt. Amerikanische Gewerkschaften in der 
Wirtschaftspolitik : A. SturmtTHat. Umstellungen in der amerikanischen 
Wirtschaft: H. G. Posanowsky-WEHNER. Charakter und Probleme 
des neuen Zolltarifs: H. Kausirzer. Der Hafen von Hamburg: H. 
ScHMIDT. 

Vou. 31, No. 5, May 1951. Grenzen der Public Relations: S. v. MULuER. 
Public Relations im Dienste der Aussenwirtschaft : L. BERGHANDLER. 
Koordinierung mit leichter Hand. Die kritischen Punkte im Schuman- 
Plan. Heranziehung von Auslandskapital fiir die deutsche Wirtschaft : 
Dr. Stepinc. Methoden der Auslandsmarktforschung: G. P. Vicarrt. 
Die Beobachtung des Anzeigenwesens im Ausland als Hilfsmittel fiir die 
Exportférderung: C. KaPFERER. Auslandsinvestitionen und Auslands- 
verschuldung Englands: B. Prister. Grundziige der Entwicklung des 
chilenischen Aussenhandels: HH. FRavusTaEDTER. Der schwedische 
Dollar Drive: W. Wetter. Westeuropdischer LEinheitsmarkt fiir 
Agrarprodukte?: J. BreepDvEeLtT. Zukunftsméglichkeiten der franz- 
sischen Getreidewirtschaft : A.FriscH. Die bremischen Hafen. Probleme 
der westdeutschen Werftindustrie. 


Europa Archiv 


Vou. 6, No. 7, 1951. Die Verhandlungen iiber den Mackay-Plan: W. 
CornipEs und H. Votir. Der Satzungsentwurf des Siebener-Komitees 
fiir den Europarat. Dokumente zur Revision des Besatzungsstatuts. 
Industrielle Entwicklung und Aussenhandel der Siidafrikanischen Union 
in der Nachkriegszeit. Struktur und Aufgabe der Evangelischen Kirche 
in Deutschland heute : H. EXtERs. 

Vot. 6, No. 8, 1951. Die Neutralitatslehre des Nauheimer Kreises und der 
geistige Hintergrund des West-Ost Gespriches in Deutschland, Schluss : 
W. CornipEs. Rede Dr. Kurt Schumachers auf der Sondersitzung des 
Bundestages in Bonn am 9 Marz 1951. Genossenschaftliche Selbsthilfe 
im Europa der Nachkriegszeit : GisELA AUGUSTIN. 

Vou. 6, Nos. 10-11, 1951. Schuman-Plan und europdischer Bundesstaat : 
E. Sremporrr. Schuman-Plan und Atlantikpakt—4. Teil: W. 
CornivEs und H. Vottz. Die Verfassung der Europdischen Gemeinschaft 
fiir Kohle und Stahl: U. Saum. Vertrag iiber die Griindung der Euro- 
pdischen Gemeinschaft fiir Kohle und Stahl nebst Protokoll der Minister- 
konferenz tiber den Interimsausschuss und Abkommen iiber die Ueber- 
gan gen. Franzésischer Originaltext und deutsche Ueceber- 
setzung. Grundlagen des Schuman-Planes. Kartenbeilage mit  statis- 

tischen Daten. 
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Bayern in Zahlen 


Vou. 5, No. 3, Marcu 1951. Gebiet und Bevélkerung. Gesundheitswesen. 
Erniéhrung und Landwirtschaft. Industrie und Gewerbe. And usual 
statistical information. 


Statistische Vierteljahresschrift 


Vou. III, Nos. 3-4, 1950. Das Stichprobenverfahren im Dienste von 
Volksziéhlungen—I. LHinleitende Bemerkungen: W. WIiInktER.—II. 
Stichprobenverfahren bei Bevélkerungserhebungen: H. Wacner.—III. 
Zur bayerischen Volks- und Berufszdhlung: A. ADAM. Untersuchungen 
iiber die Sterblichkeit Wiener Arbeiter und Angestellter in der Nachkriegs- 
zeit: H. WaGner. Caracas—Universititsgeist una Wirtschaftsstatistik : 
O. WINKLER. Zur Terminologie einiger Begriffe der naturwissenschaft- 
lichen und der Stichproben-Statistik: A. ZELLER. Bemerkungen zur 
Bildstatistik : W. WINKLER. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung 


Vou. XXIV, No. 3, Marcu 1951. Die wirtschaftliche Lage in Osterreich 
(Ansdtze zu normalem Saisonaufschwung—A kute Zahlungsbilanzschwierig- 
keiten—Verstarkte Preis-Lohn-Bewegung). Die regionale Streuung der 
Arbeitslosigkeit. 

Vout. XXIV, No. 4, Aprit 1951. Die wirtschaftliche Lage in Osterreich. 
Die Rohwarenmdrkte im I. Quartal, 1951. Wiens Fleischverbrauch im 
Jahre, 1950. Zum Problem des Milchpreises. Entwicklung der Aussen- 
handelspreise seit Ausbruch des Korea-Konfliktes. 

SpectaL Paper No. 7. Estimates of the National Income in Austria in 
1937, 1948 and 1949—General Trends of Development and Methods of 
Estimation. 

8.—Sonderheft. Die ésterreichische Papierindustrie. 

Beilage No. 14. Hin neuer Index der Hinzelhandelsumsdize. 

Bericht iiber die Vollversammlung des Kuratoriums, January, 1951. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik 


Vou. 87, No. 2, Aprit 1951. Die Frage der staatlichen Intervention in der 
Uhrenindustrie: H. Bout. Die Ausgestaltung der Unternehmungsbest- 
euerung zu einem Mittel der Konjunkturpolitik : R. Borkowsky. Random 
Sampling in Measurement of Net National Product: 8. ZAGoRorFF. 
Die betriebswirtschaftliche Funktion des Wagnisses: K. F. BuSSMANN. 
Zur Frage der wirtschaftlichen Staatsintervention : V. F. WAGNER. 


Hefte fiir Landwirtschaftliche Marktforschung 


No. 5, 1951. Bestimmungsgriinde des T'rinkmilchverbrauchs—Méglichkeiten 
der Verbrauchsférderung : H-J. METzDORF. 


Société de Banque Suisse 


Buttetin No. 1, 1951. La lutte contre Vinflation (Allocution de M. le Dr. 
Rodolphe Speich, Président du Conseil d’ Administration, a la 79e assemblée 
générale de la Société de Banque Suisse). 


Economia Internazionale 


Vout. IV, No. 1, Fepruary 1951. Les intéréts des groupes sociaux et 
nationaux et Vunion économique de l’Europe: M. Ataris. World 
Resources and World Population: C. CiarK. Australia and Inter- 
national Economic Equilibrium: D. B. Copntanp. The Equilibrium 
Exchange Rate of the Cruzeiro: E. Guptn and J. Kineston. Les 
réformes de structure destinées a prévenir les crises économiques : 

Ovutks. New Zealand and International Economic Equilibrium : C. G. F. 
Smxrn. I costi comuni, il benessere generale e la finanza pubblica: F. 
Vinct. Mr. Kahn on “ the Dollar Shortage and Devaluation”: 8. Y. 
LEr. Kapitalexport und teeny me me (errata corrige) : E. PREISER. 
L’economia del riarmo nel Regno Unito : E. A.G. Rosrnson. L’economia 
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della difesa nazionale negli Stati Uniti (seccndo il ‘‘ Consiglio degli Esperti 
Economici”’’): V.S. L’economia della difesa americana : J. D. CauprEr- 
woop. L’economia di guerra del Canadaéa: E. F. Bracu. Reddito 
nazionale, riarmo e pressione inflazionista nel Canada : R. ViIoxt. 


De Economist 


Marcu 1951. Enige grondslagen voor de financiering der onderneming : 
N. J. Potax. The first of two articles representing a fragment of a 
larger work, found among the papers of the late Professor N. J. Polak. 
The writer is concerned with the meaning of a ‘‘ market,’’ and in par- 
ticular of the ‘‘credit-market.” The ‘‘money-market”’ and the 
‘* capital-market ” together make up the ‘“‘credit-market.” The 
article is largely devoted to a careful analysis of what is involved in the 
three processes of: (i) saving; (ii) laying-out money (beleggen); and 
(iii) investment, with a lengthy dissertation on “‘ forced savings.” The 
three stages, or processes, correspond to: (i) the formation; (ii) the 
distribution; and (iii) the application of capital. The second gives 
capital a qualitative limitation, but not a qualitative determination, 
The place of expectation, of productivity (prospective yield) and of 
security and risk are cole Een nieuw werk over de Nederlandse 
textielnijverheid : W. T. Krorsz. A review of a recent work by Dr. 
Nijhuis on ‘‘ The structural development of the Dutch cotton, rayon 
and linen industry.” 

Aprit 1951. Specialisatie, integratie en internationale statistiek: G. 
GoupswaaRD. There has been an increase in international intercourse 
in intellectual fields. The present inaugural address is concerned with 
the significance and the background of international statistical co- 
pe pratense Recent developments are indicated in the two-fold process 
of specialisation and integration. Specialisation in statistics may lead 
to a one-sidedness inimical to fruitfal progress. The solution lies in 
co-ordination. Co-operation between economy and other social 
sciences is to be welcomed. It is characteristic that research increasingly 
calls for team-work, with a consequent ‘‘ anonymity.” The develop- 
ment of international co-operation in statistics and the emergence of 
international statistical organs is traced. The work of statistics is 
essentially international in character. Hnige grondslagen voor de 
jfinanciering der onderneming (cont.): N. J. Potax. A continuation of 
the ‘‘ fragment ’’ of a work by the late Professor Polak. The first 
ee considered is the balancing in the mind of the provider of 

apital of considerations of rentability and risk. This assessment will 
vary according to the psychological make-up of various individuals, and 
other circumstances of the time. At greater length the writer discusses 
‘* internal risk,’’ by which is meant the reasonably estimated possibility 
that the Capital, in the application which it finds, may not ial iow may 
not wholly yield) the “ capital-rent”’ prevailing at the time of its 
ee. or indeed may be wholly or partially lost. Concentration 
of risks may be achieved in three ways. Risks attaching to various 
objects may be concentrated: (i) by bringing the objects themselves 
into one hand; (ii) by the exploiters of the objects bearing the risks in 
common; and (iii) by the exploiters of the objects transferring the risk 
to another who, by taking over many risks, concentrates them. These 
three ways of meeting risks are discussed and illustrated. 


U Industria 
No. 4, 1950. Introduzione ad una teoria del ciclo economico ; J. R. Hicks. 
Attorno ad un problema riguardante la bilancia dei pagamenti dei paesi 
in sviluppo: U.Saccuetti. Sindicalismo e potere politico: U. SEGRE. 
Il metodo del campione come tecnica di rilevazione statistica: F. Bram- 
BILLA. La contabilita nazionale ele sue relazioni con la politica economica : 
R. Rueetes. Storia dei prezzi e storia della moneta: C. M. CrpoLta. 
Il nuovo indice della produzione industriale italiana: M. FERMAR. 
Una curiosa operetta cinquecentesca sulla decadenza economica della 
Spagna: V.E. Bouts. 
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No. 1, 1951. Fattori di progresso economico in passato ed in futuro : 
G. C. Atten. Tragedia del ‘‘ popolo senza confint’’—la Germania fra 
Oriente e Occidente: A. Damiano. Risparmio, investimenti e molti- 
plicatoe: J. R. Hicks. Problemi dell’ industria meccanica italiana : 
G. Martinoui. Giovanni Agnelli, uomo di buon senso: M. FERMAR. 
Un tentativo recente di ‘‘ moralizzazione ”’ delle scienze sociali : B. LEont. 
Come impartire Vinsegnamento elementare della scienza economica? : 
M. MENDERSHAUSEN. Occorrono maggiori ricerche empiriche pel pro- 
gresso dell’ economica ; A. F. Burns. 


Metroeconomica 


Vor. II, No. 1, Apr 1950. The international propagation of income 
changes: H. Netsser. Les insuffisances théoriques de la premiére Ecole 
de Lausanne: F. Outks. Remarques sur les phénoménes de production : 
R. Roy. A propos d’orthodowie et hétérodoxie financiére : E. Fossatt. 

Vou. II, No. 2, Aucust 1950. The rationale of the demand for money 
and of “‘money illusion”: J. MarscHak. Quelques mises au point 
avant de mesurer: G. U. Parr. A note about the utility of money: E. 
FossatTt. 

Critica Economica 

No. 6, DecEMBER 1950. L’occupazione operaia nell’ industria : E. Rienzi. 
Studio sul reddito globale (II parte): A. Maccnioro. Piena occupazione 
a Ginevra: Lemanicus. In relazione alla legge Vanoni—L’accertamento 
ela dichiarazione: P. Licuort. La questione delle unioni doganali in un 
libro di Viner : G. CAPODIECI. 

No. 1, Fespruary 1951. Piano di sviluppo economico nelle nuove democrazie 
dell’Europa Orientale: M. Doss. II valore nell’economia sovietica e la 
pianificazione dei costi : J.G. KRETSCHMANN. L’esperienza mercantilistica 
in un libro del prof. Lipson: B. TRENTIN. Discussione sul libro ‘* Es- 
perienze di economia pianificata”’ : DaMI-PESENTI. 

No. 2, Aprit 1951. L’economia italiana attraverso la ‘‘ Relazione” del 
Ministro del Tesoro: F. pg Crnpio. Dove é andaw a finire il ‘‘ Piano” 
francese di ammodernamento dell’economia?: C. BErtTTELHEm. Il 
Colchos: G. Micett. La politica commerciale e gli scambi dell’area 
socialista ;: M. LENA. 


Review of the Economic Conditions in Italy (Banco di Roma) 


Vou. V, No. 3, May 1951. Lights and Shadows of the Torquay Conference : 
F. Coppota D’Anna. Italian Economy in 1950. The Italian Sugar 
Industry. 


Banca Nazionale del Lavoro (Quarterly Review) 


Vox. III, No. 15, OcroBER—DECEMBER 1950. Italian Companies in England 
(13th to 15th Centuries): A. Saport. The inappropriateness of Simple 
“* Elasticity ’’ Concepts in the Analysis of International Trade : T. BALocH 
and P. P. SrrEeten. Exchange Rates and National Income : T. BaLoau 
and P. P. Srreeten. Italy’s National Income: E. D’Etta. Italy’s 
Foreign Trade in 1950 (January to September): G. PreTRANERA. A 
Recent Contribution to Trade Cycle Theory: F. H. Haun. 

Vou. IV, No. 16, January—Marcu 1951. National Income, Consumption 
and Investments in Italy (from the ‘‘ Annual Report on Italy’s Economic 
Situation” presented by the Hon. G. Pella, Minister of the Treasury). 
The Italian Investment Problem Revisited: B. Foa. A Pseudo-Problem 
of Monetary Theory—Analysis of the Rate of Interest: O. Vett. A Note 
on the Index Numbers of Italian Industrial Production : E,. D’E ta. 


Italian Economic Survey (The Association of Italian Joint Stock 
Companies) 
Marcu-Aprit 1951. The Budget. The Economic Situation in Italy. 
May-June 1951. The Economic Situation of Italy in 1950 
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Moneda y Crédito 

No. 35, DecemBer 1950. El telén de acero del dinero: W. Roépxr. 
Politica de desarrollo econédmico de los Estados Unidos: A. VINUALEs. 
En torno al plan de modernizacion de carreteras : R. GAMONAL. 


El Trimestre Econémico 


Vou. XVIII, No. 1, January—Marcu 1951. Canalizacion de las inver- 
siones hacia el desarrollo econédmico en América Latina: J. MArQquez. 
Una hipétesis sobre el sistema econdmico de México; A. NAVARRETE, JR. 
La productividad en la industria mexicana : Crist6BAL LARA BEAUTELL. 
La inflacién en América Latina: J. K. Horserretp. El programa de 
crédito agricola supervisado en el Paraguay: R. L. PEetir. 


Revista de Economia 


Vou. IV, No. 1, Marcu 1951. Elementos da Teoria dos Potenciais-Vida—I, 
Potenciais-Vida duma geragao: R. FrREiRE. Comparagio das varidncias 
de dois wniversos normais : G. Dr Castro. 


Revista Brasileira de Economia 


Vou. 4, No. 3, SEPTEMBER 1950. Cinco Conferéncias do Professor H. W. 
Singer : O Financiamento de Programas de Desenvolvimento Econémico. 
Recursos Monetdrios Destinados ao Desenvolvimento Econémico. Fi- 
nanciamento Estrangeiro para o Desenvolvimento Econémico. Beneficios 
e Perigos do Comércio e do Investimento Internacionais para os Patses 
Sub-desenvolvidos. Problemas de Organizagéo Industrial nos Paises 
Sub-desenvolvidos. 


Boletin de Estudios Econémicos 


No. 22, 1951. Hl Factor Espiritual en la Vida de la Empresa: A. E. 
DE MaNaricua. Ta Prés 7'i—Fundamento dela Economia : R. PerptNA. 
Analisis de la Competencia en la Economia Neoclasica ; J. A. ARRASATE. 
El Problema de las Relaciones entre la Ciencia Econémica y la Moral : 
J. Atpunate, 8.1. Factor Humano o Factor Social del Trabajo: A. 
GEMELLI, O.F.M. 


Trabajos de Estadistica 


Vot. I, No. 2, 1950. Observaciones sobre la afijacién éptima: J. Brsar. 
Sobre la aplicacién de la funcién generatriz de los momentos al muestreo 
irrestrictamente aleatorio: E. Cansapo. Chaines de Marcoff et échelles 
numériques: E. Franoz. Conferencias sobre los elementos aleatorios 
de naturaleza cualquiera: M. Frecuet. La estadistica: M. FRECHET. 
Necesidad de una escuela de estadistica : S. Rios. 


Revista de la Escuela de Estudios Contables 


Vou. III, No. 9, January 1951. Los Negocios Fiduciarios : J. B. Grar. 
Capital Social y Capital Contable: G. 8S. Paz. Las Ganancias y la 
Justicia Social: J. SoutrereR. Aplicacién de Principios Elementales 
de Algebra en la Solucién de Problemas de Contabilidad : J. Souss. La 
Banca Privada y la Agricultura: M. Atcocrer. LHstados Consolidados 
de Empresas Subordinadas: H. G. Rosates. La Constitucionalidad 
de las T'arifas Flexibles : J.C. LUJAN. 


Nationalekonomisk Tidsskrift 


No. 1-2, 1951. Costs and Price Policy: Hans Brems. A discussion of 
the full-cost principle, where the gross profit margin is taken to vary 
with output. It is shown that only in a special case will full-cost pricing 
maximise profit. The statistics of Rostas (Productivity, Prices and 
Distribution . . .) and Cheek (The Economic Record, 1949) comparing 
different industries and firms at one point of time do not seem to support 
the full-cost theory, while no conclusion can be drawn from time series. 
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In the long run full-cost pricing is compatible with profit maximisation 
because prices will not be fixed at a level so high that new entrants will 
come in. Denmark’s Economic-Political Situation : THorxtt KRristen- 
sEN. Price and Income Guarantees in U.S. Agricultural Policy from the 
Agricultural Adjustment Act to the Brannan Plan: Erik MorTENsEN. 
A long and useful survey of the legislation and of the post-war discussions 
on the question of its continuance. Remarks on Hicks’ ‘* Trade Cycle” : 
KseLp Purr. Cycle theory used to deal with the price-level, then 
with employment and now with production. This shift is partly due 
to a change in the nature of the cycle and partly due to changes in the 
aims of economic policy. It is generally agreed that a combination 
of the multiplier and the acceleration principle explain the upswing 
and downswing, but there is less agreement about the turning points. 
Hicks treats the upper and lower turning points asymmetrically. His 
theory seems to be a real rather than a monetary theory, but the 
magnitude of autonomous investment, which determines the height of the 
floor and of the equilibrium level, depends partly upon the rate of interest 
and liquidity. At present the floor and equilibrium level (partly 
because of these monetary factors) are almost coincident with the 
ceiling. Thus a generalisation of Hicks’ theory must include an ex- 
planation of their height by an examination of the determinants of 
autonomous investment, some of which are monetary. 


Index 
Marcu 1951. Savings and Inflation (Address given by E. Browa.pu, 
Managing Director, at the General Meeting of Shareholders of the 
Svenska Handelsbanken on March 9, 1951). The Economic Situation. 
Swedish Government Finances. 


Dkonomi og Politik 
Vou. 24, No. 4, OcroBER—DECEMBER 1950. Den internationale rustnings- 
konjunktur: H. S. Larsen. Australien fylder 50 ar: H. Brems. 
Den internationale okonomiske situation. Den okonomiske udvikling i 
Danmark. 


Ekonomiska Samfundets Tidskrift 
Vou. 4,No.1,1951. Sveriges ekonomiska problem efter kriget : M. WALLEN- 
BERG. Indextankandet—illusion och verklighet: B. Suviranta. Dis- 
kussion: C. A.J. Gapourn. En index for den produktiva verksamheten : 
G. Fouestept. me 
Vou. 4, No. 2, 1951. Ar Finlands landsbygd overbefolkad? : H. Smeps. 
Livforsikringsverksamhet % inflationstider : Y. LEINBERG. 


Skandinaviska Banken Aktiebolag 


Vout. XXXII, No. 2, Apriw 1951. The Trend of Credit Policy: P. 
Jacossson. Soil Destruction—Myth or Reality?: S. L. Jansson. 
Interest Rates in Sweden and Abroad: B. SenneBy. The Economic 
Situation during the First Quarter of 1951. 


Statiszikai Szemle (Hungarian Text) 
Apri 1951. Communiqué of the Central Office of Statistics on Plan Fulfil- 
ment in the First Quarter of the Second Year of the Revised Five-Year 
Plan. Statistics in the Works of Marx and Engels: L. KasKAREVA. 
Statistical Data on Households from the 1949 Population Census. Prob- 
lems of Statistics in the Building Industry: L. LenayEt. Building the 
Foundations of Socialism in the European Peoples’ Democracies: I. 
Sosensky and L. Tsrruin. The Semester’s Work in the Faculty of 
Statistics in the University of Economic Sciences. Experiences Gained 
in the Co-ordination of Statistics on Materials: I. B&rxs. Statistical 
Measurements of Living Standards: J. SzAsz. Preliminary Effects of 
the Decentralisation of the Ministry of Internal Trade: I. Groo. 
Decentralisation of Judiciary Statistics : J. Kovacsics. 
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May 1951. Text of Law No. 2 (1951) Amending Law No. 25 (1949 on the 
Five-Year Plan. The Statistics of the Goelro Plan: G. bh _atnov, 
Labour Productivity in Construction: G. SesestyEnN. The Health 
Situation in Hungary in 1950 : G. Somocy1 and A. Ecsepi. Bourgeois 
Economic Statistics in the Service of Imperialist Reaction : J. ZASLAVIN. 
Statistical Report on the Control of the Wage Fund: B. Priaty. The 
Census in England. Rural Electrification : 8. Szauay. 


Voprosy Ekonomiki (Russian Text) 

No. 2, 1951. ‘‘ Khozrashchet’”’ as a Socialist Method of Management : B. 
DyacuEenko. Individual-Brigade Cost Accounts (from the experience of 
Perovsky Machine Factory) : V. Zuuxov, O. Brevus and A. Soxotovsky, 
Problems of ‘‘ Khozrashchet” in State Farms: I. KantTysHEv. The 
Success of the Leninist—Stalinist Co-operative Plan in Bulgaria: V. 
STARODUBROVSKAYA. The Struggle of the Working Class of the Colonies 
against Imperialism: V. VasttEva. The Brigandage of American 
Imperialism : M. Rupinstern. Problems of the Method of Calculating 
the Availability of Circulating Capital: B. Krytov. The Accountancy 
of Economised Circulating Capital: I. Staricukov. The Development 
of the System Indicating the Availability in Circulation of Capital: E. 
KAsIMOvVSsKyY. 

No. 3, 1951. The Organisational Activities of the Soviet State in the Post- 
War Economy: L. Gatovsky. The Intensive Use of New Techniques as 
a Basis for the Further Raising of Collective Farm Output : V. VENZHER. 
Economic Development in Georgia on Leninist—Stalinist Principles of the 
Allocation of Resources: I. MrketapzE. The Soviet Union—a Great 
Friend of the Chinese People: G. Ermwov. The Debauch of Militarism 
and the Aggravation of Disputes in Capitalist Countries : A. BECHIN. 

No. 4, 1951. The Rise in the Living Standards of the Soviet People since 
the War: L. Opatsky. Planning Collective Farm Development in the 
Southern Steppes of the Ukraine: P. Ersurn. The Special Features and 
Adwantages of the Soviet Clearing System: N. SHaBanova. Means of 
Consolidating ‘‘ Khozrashchet”’: A. VoroBEva. The Intensification of 
the Impoverishment of the Working Class in the U.S.A. at the time of the 
Great Crisis of Capitalism: A. PotsHoHikov. The National Independ- 
ence Struggle of the nie of Malaya against British Imperialism : P. 
Novikov. Lend-Lease : A Weapon of Aggressive American Imperialism : 
A. ALEKSEEY. Israel—Base for American Imperialism in the Near East : 
L. VaToLina. 

No. 5, 1951. Report of the State Planning Commission on the First Post- 
War Five-Year Plan (1946-1950). A Great Victory of the Soviet People. 
‘* Khozrashchet ” in the Struggle for the Better Utilisation of Basic Funds 
A. ARAKELIAN. On the Strengthening of the Material Base of Collective 
Farms: A. KaravarEv. The Great Construction Projects of Communism 
and Agricultural Irrigation in the U.S.S.R S. Napatxov. N. G4. 
Chernyshevsky as a Critic of the Bourgeois iulerinn Economy: A. 
KorMIENKO. The Mongolian People’s Republic on the Road to Socialism : 
——< The British Economy in the Service of Warmongers: 

. LEMIN. 





Planovoe Khoziaistvo (Russian Text) 


No. 2, 1951. Report of the State Planning Committee on the First Post-War 
Five-Year Plan (1946-1950). Details of the Post-War Stalin Five-Year 
Plan. The Budget of Peaceful Economy and Cultural Construction: A. 
ZVEREV. Soviet Engineering, the Basis of Technical Progress in the 
Soviet Economy: A. ViaTKIn. The Introduction of Schedules into the 
Cycle System in Donbas Mines: A. ZasyapKo. Reserves for Expanding 
Ferrous Metal Output: G. Grestsov. A Further Increase of Freight 
Turnover in Railway Transport: Y. Kotpomasov. Cost Planning in 
Industrial Production: M. Mixuatov. Forecasting the Demand for 

Construction Materials : A. ZERTSALOV. 
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The Economic Studies Quarterly (In Japanese) 


Vou. 1, No. 4, OcroBER 1950. Round Table Discussion—Trend in Con- 
temporary American Economics: I. Nakayama, S. Tospata and K. 
Nacata. Theoretical Economics and Econometrics: E. Sugimoto. 
Keynes and Quantity Theory of Money: 8S. Sopasuima. Homogeneity 
and Equilibrium Equations: M. Hisatakre. Walras’ Law and the 
Equilibrium Analysis of Income Determination: H. Tatsumi. Theory 
of Group of Commodities and Group of Firms—A Study on the so-called 
Aggregation Problem : T. Okamoto and M, Mo«isuima. On the Recent 
Development of Mathematical Statistics, Particularly its Applications to 
Social Science : H. SaKaMOTO. 


The Yenching Journal of Social Studies 


Vou. V, No. 1, Juty 1950. The Earliest Phase of the Introduction of 
Western Political Science into China: C. Hs1-T’une. Le Traité de 
Whampoa, 1844: Y-C. T. H. Tcuanc. Topographical Setting and 
Geographical Relations of Peking: J. C. Hou. Chinese Frontier Di- 
plomacy—The Eclipse of Manchuria: Acnes Fanc-Cumm CuHeEn. 
Climate Calendar and Philosophy in Ancient China, Suggested Relation- 
ships: L.C. Porter. An Interpretation of ‘ Recognition in the Concept ”’ 
in Kant’s Transcendental Deduction: A. Y.T. Wu. 


NEW BOOKS 
British 


AsraMs (M.). Social Surveys and Social Action. London: 
Heinemann, 1951. 74”. Pp. 153. 8s. 6d. 
[To be reviewed.] 


THe ANGLO-PALESTINE Bank LimiITED. Short Statistical Survey 
of Israel. London: The Anglo-Palestine Bank, 1951. 8”. Pp. 18. 


(The last issue of this Survey was published by the Anglo-Palestine Bank in 
1947. In the preface to the present issue the compilers allude to the difficulties 
involved in presenting comparable statistics for the mandatory period and for 
the period subsequent to the setting up of the State of Israel on May 15, 1948. 
Continuous series are, however, given whenever possible.] 


BreacuaM (A.). Industries in Welsh Country Towns. London : 
Oxford University Press, 1951. 843”. Pp. vi+ 91. 6s. 


[To be reviewed.]} 


British INSTITUTE OF MANAGEMENT. The Flexible Budget—An 
Instrument for Management (Financial Management Series I). Lon- 
don: British Institute of Management, 1951. 94”. Pp. 26. 2s. 6d. 


[This pamphlet explains the technique of budgetary control and its usefulness 
to management. It is of interest to economists in providing a formal exposition 
of the type of calculations carried out by the more advanced school of business 
management—a type of calculation which for all its differences is the nearest 
approach found in real life to the text-book equation of marginal cost and 
marginal revenue. The author emphasises the danger of assuming that the 
curve of total variable cost is linear: a reduction of output by 20 or $09, below 
normal may lower costs relatively little on account of the importance of indirect 
labour and those charges (such as National Health Insurance) which are con- 
cerned with the employment of labour as a whole.] 

No. 243.—voL. LxI. YY 
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British LispRARY OF POLITICAL AND Economic ScIENCE. Annual 
Report, 1949-1950. London School of Economics and Political 
Science, 1950. 84”. Pp. 19. 


(This year’s report contains the usual full particulars of the library’s activities 
and of its acquisitions.]} 


THE CENTRAL BANK OF CEYLON. Annual Report of the Monetary 
Board to the Minister of Finance for the year 1950. Colombo: 
Central Bank of Ceylon, 1951. 94”. Pp. vi + 69 + appendices. 


[This report contains a useful introductory survey of the current economic 
position of Ceylon, and extended statistical statements on money and banking, 
government finance and the balance of payments, going back in many cases to 
1938.) 


CuesTeR (D. N.). The Nationalised Industries—An Analysis of 
Statutory Provisions (Revised Second Edition). London: Allen and 
Unwin (for the Institute of Public Administration), 1951. 84". Pp. 
93. 7s. 6d. 


(This is a new edition of a monograph first published in 1946 and has been 
revised to take account of subsequent developments. In his introduction Mr. 
Chester points out the increase in the powers of the Minister as conferred by the 
post-war nationalisation Acts in contrast with the powers he was able to exercise 
in public corporations that were in existence in 1939. Comparing the latest Acts 
with the first of the Labour Government’s nationalisation measures, there is a 
certain increase in precision and rather more emphasis on decentralisation, but 
the uniformities between all the recent Acts are, in the author’s opinion, much 
more striking than their differences. | 


CiemeEns (J. H.). Balance Sheets and the Lending Banker. A 
new assessment of accounts and accounting ratios in relation to bank 
advances. London: Europa Publications, 1949, 83”. Pp. 197. 
12s. 6d. 


{Mr. Clemens has written this book as a banker for bankers. It is addressed 
primarily to the bank official who must, in his own interests and those of his bank, 
learn the art of reading between the lines and behind the figures of balance sheets 
if he is to lend wisely and prudently and without unwarrantable risk. Within 
its own proper field it is excellently done, and there can be few borrowers as well 
as bankers who will not benefit by reading it. But in odd ways its very merits 
are in danger of becoming defects. The author, thinking of his problems as a 
banker, seems occasionally to lose sight of the problems of his customers as 
manufacturers or traders. There is a chapter, for example, on ‘“‘ over-trading ” 
which certainly ought to be read half a dozen times by every expansion-minded 
industrialist. But it is to be doubted whether any non-banking reader can read 
through the passage on pp. 123-5, where ‘‘ the dangers of over-enthusiasm ”’ are 
illustrated by an example, without danger of sharing Henry Ford’s views of the 
importance of avoiding putting your trust in bankers. For the sin, surely, of the 
over-trader is often that he is relying too much on banking finance for forms of 
capital for which longer-term finance is really required. Would not a good 
banker have said this to his client and helped him to secure it, rather than tumble 
him down by refusing help and precipitating the pressure of creditors? But 
perhaps the whole trouble is that Mr. Clemens does not really explain what he 
means by ‘“ over-trading ’’ and its application to an expanding market.) 


ConDLIFFE (J. B.). The Commerce of Nations. London: Allen 
and Unwin, 1951. 8}”. Pp. xi + 884. 36s. 
[To be reviewed.] 


THE Co-opeRaTORS’ YEAR Book, 1951. Leicester: The Co- 
operative Productive Federation, Ltd., 1951. 7}”. Pp. 112. 1s. 3d. 

(This year’s edition is given over to a series of articles by different authors on 
industrial relations in the co-operative movement and elsewhere, with special 
emphasis on joint consultation and other aspects of labour relations at work- 
place level.) 
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CUNNINGHAM (AUDREY). William Cunningham. Teacher and 
Priest. London: S.P.C.K., 1950. 84”. Pp. xiii + 146. 12s. 6d. 
[To be reviewed.] 


Eaton (J.). Marx against Keynes—A Reply to Mr. Morrison’s 
“Socialism.” London: Lawrence and Wishart, 1951. 7”. Pp. 
142. 3s. 6d. paper, 7s. 6d. cloth. 

[The Keynesian supposition that Capitalism can be propped up by a few 
minor alterations in fiscal policy is based on a gross underestimation of the contra- 
dictions inherent in the system. No middle way between Capitalism and 
Socialism is possible; the hallmark of the socialist state is not the degree of 
control vested in the state but the control of the state machine in the interests 
of the workers, and this is not a matter susceptible of compromise. The only 
Keynesian remedy for unemployment that has so far proved effective is war; 
the other proposed remedies are either mere chickenfeed or else would undermine 
the whole foundations of the capitalist system. The author is well read in 
Keynesian literature, and some of his points are not lacking in shrewdness, but 
the more theoretical passages are highly metaphysical.) 


FarnswortsH (A.). Addington. Author of the Modern Income 
Tax. London: Stevens, 1951. 84”. Pp. xii+ 140. 21s. 
[To be reviewed.]} 


Fay (C. R.). Palace of Industry, 1851. A Study of the Great 
Exhibition and its Fruits. Cambridge University Press, 1951. 84”. 
Pp. xi + 156. 15s. 

[To be reviewed.] 


Hayek (F. A.). John Stuart Mill and Harriet Taylor. Their 
Friendship and Subsequent Marriage. London: Routledge and Kegan 
Paul, 1951. 8}”. Pp. 320. 18s. 

[To be reviewed.] 


Hunt (A. F.). An Economic Study of Linseed Production in the 
United Kingdom. Loughborough: University of Nottingham School 
of Agriculture, Department of Agricultural Economics, 1951. 94”. 
Pp. 20. 1s. 6d. 

[Since the end of the war the difficulty of obtaining imported linseed and 
linseed oil except from hard currency sources has induced the Government to 
sponsor a great increase in home production of the crop. However, although 
the acreage under linseed is much higher than before the war, it has been falling 
since 1948 and has never anything like attained the targets originally set for it. 
This pamphlet analyses the reasons that have made linseed an unpopular crop 
with farmers, and concludes that with present prices there is little prospect of 
its yielding as high a profit per acre as do the crops with which it is in competition. 
It is therefore fortunate that supplies of linseed from soft currency areas are now 
a great deal more ample than they were when the Government originally launched 
its unsuccessful campaign.] 


Tue INsTITUTE oF ACTUARIES YEAR Book, 1950-1951. Cambridge 
University Press (on behalf of the Institute of Actuaries), 1950. 9”. 
Pp. xiii + 344. 3s. 

(This year book contains details of the examinations organised by the Institute 
and of its other activities during the year.] 


INTERNATIONAL ASSOCIATION FOR RESEARCH IN INCOME AND 
WeattH. Income and Wealth. Series I. Papers by RicHarpD 
Stonz, GrrHarp Comm, JAN MarozEwski, E. F. Jackson, G. 
Stuve,, Smmon Kuznets, J. B. D. Derksen, W. B. Reppaway. 
Edited by Erik Lunpperc. Cambridge: Bowes and Bowes, 1951. 
83". Pp. xv + 297. 30s. 

[To be reviewed.] 
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MeapE (J. E.). The Theory of International Economic Policy, 
Volume I. The Balance of Payments. London: Oxford University 
Press, 1951. 8}”". Pp. xvi + 432. 30s. 

[To be reviewed.]} 


Morris (M.). Hungary Builds a New Education. London: 
Hungarian News and Information Service, 1950. 8}”. Pp. 16. 6d. 

(This illustrated propaganda pamphlet describes the organisation and 
principles of the present Hungarian educational system. Some interesting 
comparisons and contrasts are made between the problems that have confronted 
educationalists in Britain and Hungary during recent years and the ways in 
which they have been met.] 


Tae NUFFIELD FounpaTIon SrxtH Report. Report for the year 
ending 31st March, 1951. London: Oxford University Press, 1951. 
8h”. Pp. 113. 

{An account of the activities during the year of this great foundation, whose 
annual income exceeds half a million pounds, is preceded by an able and interest- 
ing discussion of the general principles by which the trustees of such a body should 
be guided in present circumstances in selecting projects to support. ] 


OakesHoTt (M.). Political Education. Cambridge: Bowes and 
Bowes, 1951. 84”. Pp. 28. 2s. 6d. 

{In this inaugural lecture Professor Oakeshott argues that all political 
ideologies must of necessity be abstracts or at most developments of existing 
political traditions, and that these traditions create the framework within which 
all change must take place. Political education is therefore defined as the study 
of our tradition of political behaviour.] 


Pettit (G. H. N.) and Ciark (J.). Some Economic Aspects of 
Grass Production and Conservation. A study of conditions on 57 U.K. 
farms in 1948. London: Imperial Chemical Industries, 1950. 8}”. 
Pp. 35. 


[This bulletin is based on an enquiry into costs and productivity in fifty-seven 
farms mostly in the west and north of England. It gives information on the cost 
of producing grass, hay and grass silage, and concludes with some estimates on 
the comparative cost of nutrients in grazing and other feeds.] 


Puetps Brown (E. H.). A Course in Applied Economics. Lon- 
don: Pitman, 1951. 84”. Pp. viii + 434. 25s. 


(To be reviewed.] 


ScHLATTER (R.). Private Property—The History ofan Idea. Lon- 
don: Allen and Unwin, 1951. 843”. Pp. 284. 18s. 


[To be reviewed.]} 


ScHuMPETER (J. A.). Imperialism and Social Classes. Translated 
by Heinz Norden and edited (with an introduction) by Paul M. Sweezy. 
Oxford: Basil Blackwell, 1951. 7}’. Pp. xxv + 221. 20s. 


[To be reviewed.] 


SuTHERLAND (H.). Control of Life (revised and enlarged edition 
with two chapters by Henry P. NEwsHotme). London: Burns 
Oates, 1951. 84”. Pp. xiii + 282. 15s. 


(This book was originally published in 1944 and the present edition is revised 
to take account of the recent Report of the Royal Commission on Population. 
Its primary purpose is the denunciation of the practice of contraception on 
theological, economic, political and almost all other imaginable grounds. For 
all its vehemence, the author’s reasoning in matters of economics is not on 4 
high plane, and his moral arguments are unlikely to persuade anyone who is not 
already convinced.] 
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Trish 


Hatz (F. G.). Inquiry into Irish Commercial Profits. Dublin 
Chamber of Commerce, Inc., and The Federated Union of Employers, 
1951. 7”. Pp. 16. 

[This pamphlet uses the records c. ‘orty-nine representative Irish industrial 
companies to show that contrary to widespread beliefs neither aggregate profits 
nor distributed dividends of Irish firms have increased as rapidly as the cost of 
living—and a fortiori the cost of building and machinery—since 1938. The 
figures given show that dividends in real terms fell from 100 in 1938 to 72 in 1944, 
but rose steadily from the end of the war to 93 in 1949.] 


American 


AcuinsTEIN (A.). Introduction to Business Cycles. New York : 
Thomas Y. Crowell, 1950. 84”. Pp. xvi + 496. $6.00. 
[To be reviewed.] 


Auten (G. Howarp) (Ed.). Individual Initiative in Business. 
Cambridge, Mass.: Harvard University Press (London: Geoffrey 
Cumberlege), 1950. 83”. Pp. ix + 255. 22s. 6d. 

[A report of the contributions made by business leaders and others in papers 
and discussions at the annual conference of the Harvard Business School Asso- 
ciation. There is also included a useful bibliography of books and articles 
concerned with business leadership and related topics.] 


Arrow (K. J.). Social Choice and Individual Values. Cowles 
Commission for Research in Economics Monograph No. 12. New 
York: John Wiley (London: Chapman and Hall), 1951. 9”. Pp. 
xi+ 99. 208. 

[To be reviewed.] 


Bacu (G. L.). Federal Reserve Policy-Making. A Study in 
Government Economic Policy Formation. New York: Alfred 
Knopf, 1950. 74”. Pp. xxii + 282. $3.00. 

[To be reviewed.] 


BLOOMFIELD (A. I.) and JENSEN (J. P.). Banking Reform in South 
Korea. New York: Federal Reserve Bank of New York, 1951. 10”. 


Pp. 107. 

[This report by two experts on the staff of the New York Federal Reserve 
Bank is based on a mission which they undertook in South Korea shortly before 
the outbreak of hostilities. The recommendations which they then made for the 
reform of the banking system have ceased to have any application, but the 
account given of economic developments in South Korea between 1945 and 1950 
makes a useful record.] 


Butters (J. K.), Lintner (J.) and Cary (W. L.) (assisted by 
PowELt Nizanp). Effects of Taxation on Corporate Mergers. Boston, 
Mass.: Harvard Business School, 1951. 8”. Pp. xviii + 364. 


$4.25. 


[This monograph analyses the alleged effects of taxation in the 1940s in 
bringing about the sale and consequent extinction as independent units of closely 
held enterprises of small and medium size. In the course of the inquiry it was 
found necessary to make a more general survey of the merger movement between 
1940 and 1947, which is considered, despite its admittedly substantial extent, not 
to have weakened seriously the competitive structure of American industry. The 
conclusion reached is that taxes have o ted in the manner supposed, but not 
to the degree that has commonly been imagined, and that on account of certain 
recent changes in the law, the effect complained of is likely to be a good deal less 
pronounced in the future.] 
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CopERE (HELEN). Fighting with Property—A Study of Kwakiutl 
Potlatching and Warfare, 1792-1930 (Monographs of the American 
Ethnological Society, No. XVIII). New York: Augustin, 1950. 
94”. Pp. viii + 136 (with Tribal and Linguistic Map of Vancouver 
Island and Adjacent Territory). $3.00. 

[Before contact with the white man had influenced their culture, the competi- 
tion for prestige which constituted the main preoccupation of the Kwakiutl 
Indians of Vancouver Island used to manifest itself primarily in tribal warfare 
and ritual murder. In the last hundred years “ fighting with weapons ”’ has been 
replaced by “fighting with property,” the institution of the potlatch. The 
nature of this institution, which has attracted much attention from anthropolo- 
gists, is as follows. A man makes an ostentatious distribution of property to 
his rivals, and custom demands that a year later they must make a return distri- 
bution of twice the amount they received. A year later the first donor must 
pay back four times the original amount. So it continues in geometric progression 
until one side can no longer keep up. His tribe then loses rank and prestige. 
The author considers the circumstances that have caused and accompanied this 
change, and the part played by the potlatch in the Kwakiutl social and economic 
system. ]} 


EnKE (S.) and Satera (V.). International Economics (Second 
Edition). New York: Prentice-Hall, Inc.,1951. 84”. Pp.ix + 724. 
$5.00. 

[To be reviewed.] 


FELLNER (W.). Competition among the Few. Oligopoly and 
Similar Market Structures. New York: Alfred Knopf, 1949. 8}’. 
Pp. xii + 328. 

(To be reviewed.] 


Gorpon (W. C.). The Economy of Latin America. New York: 
Columbia University Press (London: Geoffrey Cumberlege), 1950. 
94”. Pp. xi+ 434. 36s. 

[To be reviewed.] 


HALLOWELL (B. C.). A Study of British Interest Rates, 1929-50, 
for Connecticut General Life Insurance Company. Hartford, Con- 
necticut : Connecticut General Life Insurance Company, 1950. II’. 
Pp. 73 + appendices. 

(This survey of the course of interest rates in Britain since 1929 does not 


contain a great deal that will be new to the English reader, but its conveniently 
compact description and analysis of events are able and well informed.] 


Hansen (A. H.). Business Cycles and National Income. New 
York : W. W. Norton (London: Allen and Unwin), 1951. 84". Pp. 
xv + 639. 55s. 

[To be reviewed.] 


Hoover (C. B.) and Ratcurorp (B. U.). Economic Resources 
and Policies of the South. New York: Macmillan, 1951. 84”. Pp. 
xxvii + 464. $5.50. 

[To be reviewed.] 


INDUSTRIAL RELATIONS ResEARCH AssocIATION. Proceedings of 
the Third Annual Meeting held in Chicago, Illinois, December 28-29, 
1950. Edited by Milton Derber. Wisconsin: Industrial Relations 
Research Association, 1951. 9”. Pp.ix + 388. 

(This year’s Proceedings include papers on industrial relations in time of wart 
and rearmament, on technological change, on theories of the labour movement, 


on wage theory, on occupational wage statistics and on a number of miscellaneous 
topics in the sphere of labour economics. ] 
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KINDLEBERGER (C. P.). The Dollar Shortage. Massachusetts and 
New York: The Technology Press and John Wiley (London: Chap- 
man and Hall), 1950. 9’. Pp. ix + 276. 32s. 


[To be reviewed.] 


Koxxaris (A.). Introduction to the Total Theory of Labor: new 
positive foundation of economics. Concord, N. H.: Kokkalis, 1950. 
$6.00. 


. Kokkalis makes high claims for this work as breaking n»w paths in 
economic analysis. But it is not easy for the reader to extract a consecutive 
theme of argument from the work. The author starts from the propositions 
that ‘‘ labor energy’ constitutes the only “ economic means” and that “ all 
human actions sre economic.” From this he proceeds to a distinction, which is 
apparently regarded as crucial, between “ directive” and ‘ executive ” labour 
as the two primary factors of production. For reasons which remain obscure, 
capital is not treated as a separate factor of production, but as part of the 
“executory function ”’ (although later the time-factor in production is treated 
as an additive influence in the formation of value). The later part of the book 
deals with wha: is called “the inner relationship of the elements of production 
and value’; in the course of which it is asserted that the relationship between 
the “ elements of value ”’ is “‘ multiple ’’ and not “ additive.” In an appendix 
the author seeks to reply to various critics of his work; and a list of ‘‘ studies and 
research works of the same author ”’ includes nineteen titles in Greek and in 
German. ]} 


Mintz (Iusz). Deterioration in the Quality of Foreign Bonds 
Issued in the United States, 1920-1930. New York: National Bureau 
of Economic Research, 1951. 9”. Pp. xi+ 100. $2.00. 

[To be reviewed.] 


MITcHELL (W. C.). What Happens during Business Cycles. A 
Progress Report. New York : National Bureau of Economic Research, 
1951. 9”. Pp. xxxi + 386. $5.00. 

[To be reviewed. ]} 


NaTIONAL BurEAv oF Economic RESEARCH. Studies in Income 
and Wealth, Volume 13. Conference on Research in Income and 
Wealth. New York: National Bureau of Economic Research, 1951. 
9". Pp. xiv + 587. $6.00. 


(This is a record of the proceedings at the 1949 meeting of the Conference. 
As usual, it contains a great deal of valuable material. The topic set for the 
meeting was the size distribution of income, and all the papers deal with some 
aspect of this.] 


OweEn (W.) and Drarine (C. L.). Toll Roads and the Problem of 
Highway Modernization. Washington: The Brookings Institution, 
1951. 8". Pp. ix + 204. $2.50. 


[Throughout large parts of the United States legal and administrative 
obstacles—in particular, constitutional limits on the size of the State debt—have 
recently been making it difficult to provide improved highway facilities where 
these would involve large capital outlay. Increasing recourse is therefore being 
had to the use of toll roads, since bonds which are secured by earnings in this 
way are not usually subject to the same limitations. The present monograph 
considers in detail the merits and defects of this system. The authors conclude 
that while the provision of free roads would undoubtedly be preferable in 
principle, the toll roads so far in existence have been popular with motorists, and 
this system of finance is therefore not to be rostered out of hand. It will be 
perceived that the question at issue is closely connected with that most famous 
of all problems in welfare economics, Dupuit’s bridge. The authors’ approach is 
practical, not theoretical—consumers’ surplus finds no mention in their 
But the considerations which they bring forward show well the complexity of 
such problems in reality and the impossibility of reaching useful general con- 
clusions on the basis of a priori reasoning alone.] 
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OxENFELDT (A. R.). Industrial Pricing and Market Practices, 
New York: Prentice-Hall, Inc., 1951. 9”. Pp. xii + 602. $4.75. 


[To be reviewed.] 


Rosen (S. McKrr). The Combined Boards of the Second World 
War. An Experiment in International Administration. New York: 
Columbia University Press (London: Geoffrey Cumberlege), 1951. 
94”. Pp. 288. 25s. 

[To be reviewed.] 


Satter (SmR ARTHUR). Foreign Investment (Essays in Inter- 
national Finance No. 12). Princeton: Department of Economics and 
Social Institutions of Princeton University, 1951. 9”. Pp. 56. 

{In this booklet Sir Arthur Salter ange the prospects for international 
investment in the light of past experience. e points out that during the most 
active period of lending by Great Britain the country’s annual income from 
overseas investments exceeded its annual capital export by a substantial margin. 
On this precedent it is therefore futile to expect lending by the United States to 
provide or even help to provide a long-term solution to the dollar shortage. This 
does not mean, however, that there is not much advantage to be derived from 
international investment in suitably chosen projects. Various steps might use- 
fully be taken to encourage a private lending, but the bulk of the funds for 
such investment will inevitably have to be either provided or guaranteed by the 
governments of the lending countries. For this reason it is important that the 
international agencies involved should be adequately equip and organised. 
Greater flexibility in the policy of the International Bank for Reconstruction 
and Development is desirable if it is to play the part for which it was designed.) 


Scuurr (S. H.) and Marscnak (J.). Economic Aspects of Atomic 
Power. An Exploratory Study under the direction of the above. 
Princeton University Press (for the Cowles Commission for Research 
in Economics) (London: Geoffrey Cumberlege), 1951. 10”. Pp. 
xxvi + 289. 40s. 

[To be reviewed.] 


Srrzcet (H. W.). Introduction to Economics. Philadelphia and 
New York: The Blakiston Company, 195]. 83". Pp. x + 605. 
$5.00. 

[To be reviewed.] 


TENNANT (R. B.). The American Cigarette Industry. A Study 
in Economic Analysis and Public Policy. New Haven: Yale Univer- 
sity Press (London: Geoffrey Cumberlege), 1950. 934". Pp. xxvi+ 
41l. 32s. 6d. 


[To be reviewed.) 


University oF Kentucky (Bureau of Business Research). Taxa- 
tion of Public Utility Gross Receipts in Kentucky. Frankfort, Ken- 
tucky: The Commonwealth of Kentucky Legislative Research 
Commission (for the Committee on Functions and Resources of State 
Government), 1951. 11”. Pp. 18. 


[This brief mimeographed study analyses both the administrative and the 
economic aspects of this tax. Being assessed on gross receipts, it has the advant- 
age of comparative stability in the face of changing business conditions while 
net earnings may be fluctuating widely. The effects of the tax on the utility 
business itself are difficult to estimate because of the great changes that have 
occurred for other reasons since the tax was introduced. } 
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Wits (C. M.). Cumulative Voting for Directors. Boston : 
Harvard Business School, 1951. 8”. Pp. x + 194. $3.00. 


[Cumulative voting is the system under which, when n vacancies have to be 
filled, each elector may, if he wishes, distribute his n votes between less than n 
candidates; in the limiting case he may give all his votes to one single candidate. 
The effect is to ensure that a substantial minority group will not be altogether 
without representation on the elected body. Provision for cumulative voting 
in the election of directors is mandatory upon corporations in twenty-one 
American States, and optional in seventeen. The earlier chapters of Professor 
Williams’ study are devoted to the mechanics of the system; the later chapters 
consider its consequences in the relatively infrequent cases in which it has actually 
been used in contested elections. ‘‘ The position of the minority stockholder in 

neral is not a strong one; it is perhaps a little less weak with cumulative voting.” 
fn a final chapter, certain more ge’ issues are reviewed in the relations between 
stockholders, directors and management. } 


Central American 


RorrEenBERG (S.). Labor Cost in the Puerto Rican Economy. Rio 
Piedras : University of Puerto Rico, 1950. 9”. Pp. 66. 


[The competitive position of Puerto Rico is based on cheap labour. Minimum 
wage legislation and trade unionism have gone some way to raise the average 
level of w , but wage-differentials between Puerto Rico and the mainland of 
the United States have none the less tended to widen rather than narrow in recent 

ears. However, the abundant supply of labour has militated against any 
increase in its productivity, for employers have lacked incentive to introduce 
labour-saving machinery, and there is deeply entrenched public opposition to 
anything that might lead to technological unemployment. This is the dilemma 
which the author poses. But it is not altogether clear whether, as he implies, 
technically more “ efficient ’? methods would really represent a reduction in real 
cost in these circumstances, if the labour displaced by machinery were unable to 
find alternative employment. The obvious conclusion, which the author does 
not explicitly state, is that what is wanted is investment that is complementary 
with labour rather than competitive with it.] 


Indian 


Dass (‘7.). The Social Philosophy of Swami Vivekananda (1863- 
1902). With a Foreword by Dr. Benoy Kumar Sarkar. Calcutta : 
Sri Trilochan Dass, 1949. 74”. Pp.v +40. R.1. 

[This small pamphlet reprints a paper written for the Sociology Seminar of 
Calcutta University. The author is evidently inspired by the teachings and 

irit of the Swami and quotes both from the Swami’s writings and from writings 
about him in support of the influence which he has undoubtedly exerted on his 
Indian contemporaries and their successors. But the paper is too allusive in 
form and assumes too great a background of knowledge to convey to a western 
reader a real impression of Vivekananda’s life and thought.] 


Durr (8. N.). Conflicting Trends of Economic Thought. A 
critical and comparative study of Classical, Keynesian, Marxian and 
Socialist economics. Calcutta: Institute of Commerce and Economics, 
1951. 8}”. Pp. vi+ 204. Re. 7. 

[To be reviewed.] 


Ganpui (M. P.) (Ed.). Indian Cotton Textile Industry, 1851- 
1950. Centenary Volume. Bombay: Gandhi, 1950. 13”. Pp. 
150 + appendices. 

_ [Mr. Gandhi’s annual surveys of the Indian cotton industry have been noted 
in this JouRNAL for a number of years past. The present volume departs from 
the usual format and provides a record of one hundred years’ growth since the 
first cotton-mill was erected in Bomba by C. N. Davar, a Parsee merchant. 
Those hundred years have shown remarkable growth. By 1950 there were 422 
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mills in operation. This large and well-illustrated volume covers every 
of the industry, its markets, its materials, the facilities and environment on which 
it depends, and provides a rich store of long- -term statistics of its progress.] : 


Punexkar (S. D.). Social Insurance for Industrial Workers in 
India. Bombay: Oxford University Press for the University of 
Bombay (London : Geoffrey Cumberlege), 1951. 84”. Pp. xvi + 228. 
17s. 6d. 


{In the first part of this volume, Dr. Punekar, who worked as Prof. a 
Research Assistant when he wrote his Report on Health Insurance for Industrial 
Workers and has since been a Research Officer in the Indian Ministry of Labour, 
describes the internationally approved social insurance standards and studies 
them risk by risk. He begins by defining these minimum standards of social 
insurance and then goes on to consider the various insurable risks each in turn. 
In Part II he sets out to see the necessary additions to present legislation needed 
in order to create a comprehensive scheme of social security, studying in detail 
the medical, financial and actuarial aspects.} 


RaskumaR (N. V.). Indians Outside India (Foreword by Dr. 
Pattabhi Sitaramayya). New Delhi: All-India Congress Committee, 
1951. 7”. Pp. 90. As. 14. 


(This pamphlet attempts to estimate the numbers and to discuss the political 
disabilities of Indians outside India. At a rough estimate there are some 3-7 
million Indians in all outside India; of these about 2-6 millions are in Common- 
wealth countries and about 1-1 millions in foreign countries, of whom over 1-0 
maillion are in Burma. A long appendix sets out the various resolutions of the 
National Congress relative to Indians overseas in each year from 1885 to the 
present day.] 


RasKuMAR (N. V.). The Problem of French India. New Delhi: 
All-India Congress Committee, 1951. 7”. Pp. 108. Rs. 1-4-0. 


(This pamphlet examines, very much from the point of view of the Indian 
National Congress, the conditions in the French possessions in India. Now that 
for India as a whole independence has been gained, the continued existence of 
small areas of French territory is regarded as an anomaly. The pamphlet 
describes what it claims to be administrative abuses and electional malpractices 
in Pondicherry and tho other French settlements and ends with an appeal to 
France not to stand in the way of democratic developments in India. It is 
clear that the French administrators have on their side been anxious to see 
democratic developments within the French Empire and that the matter primarily 
at issue is whether these territories should or should not be merged in India as a 
whole.]} 


RESERVE Bank OF Inp1A. Co-operative Housing. Bombay: K. 
Sarvothama Rao for the Reserve Bank of India, 1950. 84”. Pp. 65. 


[Co-operative housing in India is described as being “‘ yet in its infancy.” 
The purpose of this pamphlet is to stimulate interest rather than to describe 
achievement. It does this, first, by giving accounts of what has been done in 
other countries; second, by examining the successful small-scale attempts that 
have been made in India to introduce it.] 


RESERVE Bank or Inp1a. Report on the Census of India’s 
Foreign Liabilities and Assets as on 30th June, 1948. Bombay: 
Reserve Bank of India, 1950. 94”. Pp. 291. Rs. 4 (7s. 6d.). 

[A most interesting attempt to estimate the volume of India’s external assets 
and liabilities. At mid-1948 it is estimated that India had total external liabilities 
of Rs. 1,046 crores, of which Rs. 648 crores were in what is described as the 
“ official sector ” and Rs. 398 crores were in the ‘ ‘ private sector.” Of the total 
assets, estimated at Rs. 2,391 crores, the “ official sector,” comprising chiefly 
sterling assets, accounted for Rs. 2,196 crores and the “ private sector ” for 
Rs. 195 crores. These estimates, built up from a questionnaire filled in by banks 
and businesses, are naturally related to particular definitions of foreign assets 
and liabilities, ‘affecting for example the treatment of assets owned by forei 
residents in India. For these definitions the reader is advised to refer to the 
report. ] 
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ZacHaRias (C. W. B.). Madras Agriculture. University of 
Madras, 1950. 10”. Pp. xii + 408. Rs. 15/-. 

[This book provides a thorough and competent study of all aspects of agri- 
culture in the State of Madras. Its author, summing up in his last pages, dentine 
his purpose and his results thus: “‘ The main aim of the analysis has been to 
discover the efficiency of the organization, as it exists to-day, in all its aspects, 
physical, material, human and institutional, and to see to what extent it dis- 
charges its primary function of maximising production. The true test of efficiency 
is the result obtained, and by that test, there can be no doubt, the existing 
organization stands condemned. The solution for this problem, in the author’s 
view, lies not so much in the direction of securing for the agriculturists a larger 
slice of the national income, through raising prices of agricultural commodities, 
as in the direction of increasing productivity and thereby increasing the national 
dividend itself.”” Towards this object the author has valuable suggestions to 
make. It is pleasant to be able to congratulate the author, his university as 
publishers, and the G.S. Press as printers on a volume that, unlike so many books 
which come out of India, is good to look at, easy to read :»d a delight to handle.] 


French 


Borcoenon (P.). Les Transports Internationaux par Voie de 
Terre (avec une préface de Paul M. F. Durand). Paris: Pichon et 
Durand-Auzias (Bale : Rittmann et Bauer),1951. 10’. Pp. xi + 298. 


[The author has carried out an extensive study of international overland 
transport in Europe. M. Borgognon is himself occupied in this field, and his 
work is mainly concerned with an examination of the detail of transport organisa- 
tion and of legal and administrative quostions.] 


Franck (L. R.). Histoire économique et sociale des Etats-Unis de 
1919 & 1949 (Collection Historique sous la direction de Paul Lemerle). 
Paris: Aubier, 1950. 74”. Pp. 304. 480 frs. 


(This is an outline of the economic and social history of the United States in a 
period which has witnessed a remarkable growth in the importance and stature 
ef that country. M. Franck attempts to interpret this growth in the light of the 
many influences which govern the behaviour of individuals and communities. 
He rightly warns against the adoption of unitary explanations of economic and 
social development although he himself is sometimes inclined to analysis in too 
generalised terms. Statistical tables, extracts from speeches and documents and 
an historical calendar are appended.} 


InstITUT DE ScrENCE Economique ApPPLiqufe. (Cahiers serie A.) 
Les plans monétaires internationaux, 5. L’investissement inter- 
national: sa morphologie. Paris: I.8S.E.A., 1951. 11”. Pp. 181. 

(To be reviewed.]} 


Instrrut NATIONAL DE LA STATISTIQUE ET DES ErupEs Econo- 
miquEs. L’Egypte (Mémento Economique). Paris: Presses Uni- 
versitaires de France, 1950. 93”. Pp. 208. 700 frs. 


[This is a valuable survey of the economic structure of Egypt. A wide range 
of topics is covered, including brief sections or geography, nell politics and 
administration. Most of the bonk deals with the Egyptian economy, giving an 
impressive collection of information and statistics on population and labour 
force, agriculture, industry, transport and trade, national income and con- 
sumption levels. A peculiar interest attaches nowadays to the econc «ic problems 
of poor countries. The Egyptian problem has been aggravated by the pressure 
of increasing population on the relatively small areas of the Nile Valley and 
Delta. This book performs a useful service in providing a considerable amount 
of background material and basic data.] 


LAUFENBURGER (H.). Les Finances de 1939 4 1945, Vol. 1. La 
France. Paris: Librairie de Médicis, 1947. 9”. Pp. 185. 


(This is the first of a series of volumes on war finance in different countries. 
The most interesting part of it is the longish introduction which gives an 
illuminating general comparison oi the economic problems facing France before 
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both world wars. The rest of the book is rather difficult to follow, for it confines 
itself to rather disconnected comment on one statistical table after another, and 
little is said about the formation of economic policy during the war per‘od. The 
author does not draw any conclusions for his reader, and the presentation of the 
statistical material makes it difficult for him to do this for himself.] 


Mossé (R.). (Introduction by Howarp S. Exxis.) La Monnaie 
(Bilans de la connaissance économique). Suivi d’Observations de 
Luigi Federici et Robert Triffin et d’une Bibliographie analytique et 
critique. Paris: Librairie Marcel Riviére, 1950. 84". Pp. 205. 
450 frs. 

[To be reviewed.] 


Vierrvx (P.). Etudes sur le Marché Financier. Toulouse: 
Soubiron, 1951. 9”. Pp. 324. 

[The book is a collection of articles which appieeea in L’Opinion Economique 
et Financiére between 1946 and 1950. They deal with the development of the 
Money Market and the conditions of equilibrium on it. The author considers 
theoretical and applied problems and is concerned to interpret the development 
of the Money Market and also to obtain a guide for investment. ] 


WeypeEktT (J.), Levassort (R.), Les&e (P.). (Introduction de E. 
VermetL.) Etudes Economiques Allemandes—La Ruhr et |’avenir de 
l’Europe, L’I. G. Farben et l’économie allemande, la réforme moné¢taire. 
Paris : Librairie Armand Colin, 1951. 94’. Pp. xviii + 148. 350 frs. 

aspects of the German economy are considered. In the first study 
M. Weydert describes the economic organisation of the Ruhr and considers the 
problem in terms of future European Union. In the second, M. Levassort 
describes the nature and extent of I.G. Farbenindustrie A.G., which he interprets 
as a technocracy. The third study, by M. Lebée, describes and analyses the 
French and American projects for financial reform in Germany. He discusses 
the reform of the banking structure and the monetary reforms which were carried 
out.] 


Belgian 


Meunyk (M.). Les Ouvriers étrangers en Belgique. Louvain: 
Institut de Recherches Economiques et Sociales, 1951. 94". Pp. 183. 


[To be reviewed.] 
German 


ALBRECHT (K.). Probleme und Methoden der wirtschaftlichen 
Integration. Kiel: Institut fiir Weltwirtschaft an der Universitit 
Kiel, 1951. 93”. Pp. 25. DM. 1.50. 

[To be reviewed.] 


Kuve (Oskar). Die Grundlagen der Wirtschaftswissenschaft. I. 
Band. I. Halbband. Berlin: Verlag fiir Sozialwissenschaften, 1950. 
9”. Pp. 12 + 312. 


[Dr. Klug has written this first volume of principles of political economy as 

a contribution to methodology. The author is convinced that exhaustive 
discussion of methodological questions is not a form of intellectual spivvery and 
devotes most of this volume to commentary on the commentaries of his German 
redecessors on the logic of economic thought. This approach to Economics 
is, to say the least, oblique, and the reader may find some difficulty in tracing 
any systematic development of argument. Dr. Klug gives no indication in his 
preface for whom the book is written. If for the student, then the latter may 
be somewhat bewildered by the mention of some 450 writers on economic subjects, 
while the practising economist will probably only be annoyed by the fact that 
most of these writers are mentioned in parenthesis without reference to their 


specific writings.] 
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Muziou (R.). Die Nachkriegsentwicklung des englischen Aussen- 
handels. Kiel: Institut fiir Weltwirtschaft an der Universitat Kiei, 
1951. 84”. Pp.70. DM. 4.50. 


[To be reviewed. } 


PremwFreR (G.). Strukturwandlungen und Nachkriegsprebleme 
der Wirtschaft der Niederlande. Kiel: Institut fiir Weltwirtschaft 
an der Universitat Kiel, 1950. 8”. Pp. vii + 87. DM. 4.50. 

(This small work is primarily a factual survey of the post-war recovery of 
Holland. In the first half of the book the general problem of recovery is discussed 
in relation to the balance of payments. In the second half, the progress of 
recovery in individual parts of the economy is studied. A short concluding 
section comments on the similarities and differences of the problems of recovery 
in Holland compared with other countries. Official reports and statistical 
material are used throughout, largely without comment or analysis. There is 
a useful appendix of maps and diagrams, including Dr. Stuvel’s diagram of the 
Dutch national budget for the year 1949.] 


RoscueEr (M.) (Ed.). Fiir eine neue Weltwirtschaft. Bekenntnisse 
abgelegt auf dem Deutschen Weltwirtschaftstag, 1950. Berlin and 
Frankfort : Franz Vahien, 1950. 8”. Pp.179. DM. 6. 


[To be reviewed.]} 


Swiss 


AsuBy (A. W.). Development and Situation of Research in 
Agricultural Economics in Great Britain, 1950. Brigg: Effingerhof, 
1951. 9”. Pp. 16. 

[Research in agricultural economics in Britain has tended to be concentrated 
on farm organisation and management, especially on the analysis of farming 
profitability. This has been partly the result of the personal background of the 
majority of those engaged on the subject; but in recent years another factor has 
been the desire of the government to have cost statistics for use as a basis for 
price fixing. An interesting classification given by Professor Ashby of research 
projects currently on hand illustrates this bias and indicates the need for more 
work on questions of marketing and consumption.] 


CASTELBERG (G. v.). Politik des billigen Geldes in der Schweiz. 
Ziirich : Schulthess (for the Handelswissenschaftlichen Seminar der 
Universitat Ziirich), 1951. 9”. Pp. 218. S.fr. 9.50. 


[To be reviewed. } 


KELLENBERGER (E.). Volkswirtschaftiiche Irrtiimer und Fehl- 
griffe (1. Band)-Sparen, Krisen und Vollbeschaftigung. Berne: A. 
Francke, 1951. 93”. Pp. 272. S.fr. 14.50. 

[To be reviewed.] 


Nrewans (J.). Ausgleichsgesetze der Amerikanischen Zahlungs- 
bilanz. Von der Allgemeinen Preistheorie zur Quantitativen. Voraus- 
sage. Berne: A. Francke, 1951. 93”. Pp. x +173. S.fr. 9.50. 


[To be reviewed.] 


Italian 


_ Banperrini (P.). Sul Dinamismo della Attrazione Matrimoniale 
in Rapporto alla Frequenza delle Nozze. Rome: Societa Italiana di 
Economia Demografia e Statistica, 1951. 94”. Pp. 60. 


_ _[Astatistical analysis of the relation between age, religion and other character- 
istics of husbands and wives in Italy.] 
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Boniracio (G.). Alcuni Dati sulle Condizioni di Vita dei Lavoratori 
Triestini. Rome: Societ&é Italiana di Economia Demografia ¢ 
Statistica, 1950. 94”. Pp. 36. 

(This gives particulars of wages, the cost of living, unemployment and of some 
family budgets for workers in Trieste since the end of the war.]} 

De Luca (M.). Di Aleuni Moderni Aspetti della Teoria e della 
Politica dei Traffici Internazionali. Universita di Catania, 1950-5}, 
93". Pp. 94. 

(To be reviewed.] 


De Lvca(M.). La“ Diffusione ’ DeiCostidi Produzione. Naples: 
A. Morano, 1950. 8}”. Pp. 100. L. 500. 
(To be reviewed.] 


Lasorsa (G.). Statistica Economica. Padua: Cedam, 1950. 
10”. Pp. xv + 493. L. 3000. 
[To be reviewed.] 


Swedish 


DAMEN (E.). Svensk Industriell Féretagarverksahmet: Kausal. 
analys av den industriella utvecklingen 1919-39. Stockholm: 
Industriens Utredningsinstitut, 1950. 2 volumes. Pp. 428 + 295. 

[Reviewed in this issue.] 


SvENSKA HANDELSBANKEN. Economic Survey, 1950. Annual 
Report, 1950. Pp. 28. Stockholm: Svenska Handelsbanken, 1951. 
o. 


[The survey provides a useful and interesting account in English of economic 
events in Sweden in 1950. Individual sections deal with each of the leading 
industries, the labour market, foreign trade and the balance of payments, prices 
and the capital market. The annual report provides an account of the activities 
of the Bank during 1950, with a brief survey of the general state of the credit 
market in Sweden.] 


Finnish 
Warnio (W.). Tutkimus Finanssipolitiikan Soveltuvuudesta Vili- 
neeksi Tydllisyys- Ja Rahanarvopolitiikassa. Helsinki: Kansanta- 


loudellinen Yhdistys, 1951. 10”. Pp. 167. 
[To be reviewed.]} 


Czechoslovakian 


Z4vapa (D.). Shipping Documents in International Trade. 
Prague : Chamber of Commerce of Czechoslovakia, 1951. 114”. Pp. 
26. 

(This is an account written in English of the legal regulations and commercial 
customs of the different countries of the world in the matter of the various types of 
invoices, certificates of origin, etc., that are required from shippers of inter- 
nationally traded goods.] 


Official 
BRITISH 
SraTisTicaL DicEst oF THE Wak (History of The Second World 
War, United Kingdom Civil Series, edited by W. K. Hancock). 
London: H.M. Stationery Office and Longmans, Green, 1951. 94’. 
Pp. xii + 248. 32s. 6d. 
[To be reviewed.] 
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FRENCH 


Conse, v’Erat. Etudes et Documents. Paris: Imprimerie 
Nationale, 1950. 103”. Pp. 183. 
[To be reviewed. ] 


AUSTRIAN 


THe AvSTRIAN INVESTMENT PROGRAM FOR 1950-52. Vienna: 
ERP Central Office, 1950. 12”. Pp. 204. 

[A detailed account, written in English, of investment projects in each sector 
of the Austrian economy, of the means by which they are to be financed, and of 
their expected contribution to improving the country’s balance of payments 
position. } 


INTERNATIONAL 


Unitep Nations. Demographic Yearbook, 1949-50. New York : 
United Nations (London: H.M. Stationery Office), 1951. 11}”. 
Pp. 558. 45s. 


[In addition to the basic tables, | ptm attention is paid in the present 
issue of this yearbook to statistics of marriage and fertility. It is intended to 
concentrate cn a special topic in this way in each issue, topics being treated in 
rotation so that the cycle is completed in about five years. A further new 
departure is the inclusion of a general introductory chapter surveying world 
population trends since 1920.] 


Unitep Nations DEPARTMENT OF Economic AFFairs. Domestic 
Financing of Economic Development. Methods of increasing domestic 
savings and of ensuring their most advantageous use for the purpose of 
economic development. New York: United Nations (London: H.M. 
Stationery Office), 1951. 9’. Pp. vi+ 231. Ils. 

[To be reviewed.] 


Unitzep Nations DEPARTMENT OF Economic Arrairs. Foreign 
Investment Laws and Regulations of the Countries of Asia and the 
Far East. New York: United Nations (London: H.M. Stationery 
Office), 1951. 9”. Pp. viii+ 88. 5s. 


[This survey describes for each of the countries in the Far East the policy of 
the government towards foreign investments, the sectors of the economy that 
are nationalised or liable to be nationalised, the controls to which industry is 
subject and the taxation statutes affecting foreign enterprises.) 


UnitEpD Nations DEPARTMENT OF Economic ArFFariRs. World 
Iron Ore Resources and Their Utilization. With special reference to 
the use of iron ores in under-developed areas. Lake Success, N.Y. : 
United Nations (London: H.M. Stationery Office), 1950. 11”. Pp. 
vili+ 74. 6s. 

[This is a study of the iron-ore resources of under-developed countries in 
relation to the possible markets for steel in those countries. The impression that 
it leaves on the mind of a reader is that, while there exist considerable supplies 
both of ore and of coking coal, the regions of the world in which the two can be 
found in anything like close juxtaposition are very few. On the other hand, 
world output and use of steel has been rising with astonishing rapidity. From 
under 30 million tons in 1900, and about 75 million tons in 1920, world steel 
production had reached over 150 million tons in 1948. If such growth continues, 
and with present gradients of progress it well may, the need for new major 
sources of supply is not far ahead. But transport cost is a very large part of 
total cost; it represented in 1937 about 40% of total mill cost in the U.S.A. 
Water transport, even over long distances, is cheap relatively to rail transport ; 
the cost per ton-mile in Great Lake vessels is only 7% of the rail cost. On the 
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basis of ton-miles in railway equivalents estimates have been made of the trans- 
port cost of assembling steel-producing materials and delivering the finished 
product to assured markets for a number of alternative sources of ore and coking 
coal. The possibilities of various ore supplies in Asia, in Africa, in South 
America and in other under-developed areas are thus roughly assessed. But a 
complication is added by the likelihood that, in the early stages at least, the scale 
of production will be too small for full economies of scale to be secured; a 
discussion is therefore included of the technical possibilities of alternative small- 
scale techniques, some of them using other sources of fuel and energy than coke, 
Some of these are believed to permit production costs that are not excessive as 
compared with the large-scale methods of the advanced countries.] 


UnitTEp Nations INTERIM CO-ORDINATING COMMITTEE FOR INTER- 
NATIONAL COMMODITY ARRANGEMENTS. Review of the International 
Commodity Problems, 1950. New York: United Nations (London: 
H.M. Stationery Office), 1951. 11”. Pp. viii + 63. 5s. 


(This report contains a survey of current trends in twenty-two of the most 
important of internationally traded primary products, and describes recent 
developments in inter-governmental consultation and action in this sphere. It 
is explained that on account of the important changes taking place and in prospect 
during the preparation of the report it has not been considered useful to comment 
on general problems as fully as has been the practice in previous Reviews of 
International Commodity Problems.]} 


Unitep Nations Sratistican YEAR Book, 1949-1950. Lake 
Success, N.Y.: United Nations Department of Public Information 
(London: H.M. Stationery Office), 1951. 114”. Pp. 556. 40s. 


[This volume gains yearly in value to every serious economist as a worki 
source of internationally comparable statistics. This year now tables are add 
which deal, to quote a few examples, with gross and net reproduction rates, land 
use, installed electrical capacity, international shipping, the industrial origins of 
national income (agriculture, manufacture, commerce, transport, government 
and other). In the majority of cases, the tables are content to bring together the 
various individual national estimates for such countries as have provided statistics, 
It would be a real convenience if world estimates in comparable categories could 
be added wherever these have been, or can be, calculated. This would seem to 
be possible not only in the cases of primary production, where a world figure is 
usually given, but also for a number of industrial products, where the countries 
not included are often of small relative importance, and for world trade where 
estimates are certainly available.] 


UnitEp Nations. What the United Nations is Doing. The 
Economic Commission for Europe. New York: United Nations, 
1950. 8”. Pp. 19. 15 cents. 

[A popular account of the work that E.C.E. has done and is doing.]} 














